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THE    CONSCKIPTION    OF    INCOME    A    SOUND    BASIS 
FOE   WAE   FINANCE.! 

All  great  wars  in  modern  times  have  been  mainly  financed  by 
means  of  issues  of  paper  money,  government  and  bank  notes  con- 
vertible and  inconvertible,  and  by  borrowing.  Convertible  paper 
money  is  narrowly  limited  in  its  possibilities,  and  can  only  serve 
as  an  adjunct  to  other  financial  measures.  The  financial  possi- 
bilities of  inconvertible  paper  money,  though  more  considerable, 
are  also  quite  inadequate  to  meet  the  huge  expenditure  of  a  great 
war.  Except  as  an  extreme  measure  of  last  resort,  paper  money 
has  therefore  come  to  occupy  a  subordinate  position  in  war  finance. 
The  accepted  policy,  one  the  effectiveness  of  which  has  been 
tested  by  much  experience,  is  to  issue  paper  money  sparingly 
and  to  secure  the  bulk  of  the  funds  required  for  war  by  means  of 
loans.  It  is  commonly  believed  that  if  additional  taxes  are  levied 
during  the  conflict,  sufficient  to  take  care  of  increasing  interest 
charges,  a  sound  and  equitable  financial  policy  has  been  adopted, 
and  that  to  meet  even  a  small  part  of  war  expenditure  currently 
from  taxation  is  a  counsel  of  perfection. 

No  great  war  has  ever  been  mainly  financed  from  the  profits 
of  taxes  collected  during  its  progress.  The  possibilities  of  this 
resource  have  never  been  subjected  to  the  test  of  experience. 
Additional  taxation  has  indeed  been  imposed  during  successive 
years  of  protracted  wars.  This  course  was  followed  during  our  own 
American  Civil  War,  and  it  is  being  taken  by  the  various  European 
belligerents  at  present.  The  proved  ability  of  a  people  to  pay 
somewhat  higher  taxes  during  the  later  stages  of  a  long  and 
exhausting  conflict  affords  convincing  evidence  that  equally  heavy 

*  Based  upon  a  paper  read  before  the  American  Economic  Association. 
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taxes  nvgMJ-have  been  levied  upon  the  outbreak  of  hostilities. 
Even.t*h^:ilnpo8ition  of  taxes  at  the  beginning  of  future  wars  at 
ra'tes  al*^  least  as  high  as  have  been  reached  at  the  close  of  past 
/warff  would  mark  a  distinct  advance  in  war  finance.  It  would, 
however,  be  superfluous  for  me  to  discuss  so  limited  an  extension 
of  war  taxation,  since  I  would  go  much  further  and  defray 
virtually  all  war  expenses  from  this  source. 

I  am  strongly  of  the  opinion  that  a  great  modern  war, 
enormously  costly  as  it  is,  can  and  should  be  mainly,  if  not 
entirely,  financed  from  the  proceeds  of  taxes  collected  during  its 
progress.  To  raise  the  funds  for  the  colossal  expenditure  of 
modern  warfare  by  means  of  loans  involves  a  country  in  serious 
financial  difficulties,  which  can  be  escaped  if  the  taxation  policy 
is  adopted.  The  taxation  policy  is  also  far  more  equitable,  and 
at  the  same  time  would  make  possible  a  far  more  speedy  and 
complete  mobilisation  of  the  industrial  forces  of  a  community 
for  the  support  of  its  armies  in  the  field.  I  am  quite  aware  that 
the  validity  of  these  sweeping  statements  must  be  proved  up  to  the 
hilt  before  they  can  be  made  the  basis  for  governmental  policy. 
A  complete  analysis  of  the  respective  merits  of  loans  and  of  taxes  in 
war  finance  cannot  be  made  within  the  limits  of  space  at  my  dis- 
posal, but  the  case  for  taxation  is  so  strong  that,  even  when 
stated  in  summary  form,  I  am  hopeful  that  it  may  seem  to  the 
reader  both  fair  and  practicable. 

On  purely  fiscal  grounds  war  finance  based  on  loans  is  un- 
satisfactory because  it  occasions  a  rapid  rise  of  prices,  thus  en- 
hancing the  money  cost  of  a  war.  War  loans  would  not  cause  an 
advance  in  the  level  of  prices  if  subscribers  to  the  loans  made 
payment  entirely  either  with  accumulated  funds  on  hand  or  with 
savings  made  from  current  income  during  the  period  that  the 
proceeds  of  each  successive  loan  were  being  expended.  In  these 
circumstances  the  abnormally  large  demand  of  a  government  for 
goods  and  labour  would  be  roughly  off-set  by  the  curtailed  demand 
of  the  people  generally.  But  the  funds  secured  by  governments 
through  war  loans  are  never  derived  entirely  from  savings  on 
hand  or  which  become  available  while  the  proceeds  of  a  loan  are 
being  expended.  Voluntary  saving  is  never  sufficiently  inclusive 
and  rigorous.  Many  subscribers  to  war  loans  borrow  from  banks 
the  funds  required  to  meet  their  commitments,  pledging  other 
property  and  even  the  war  loan  itself.  The  banks  adopt  a  liberal 
patriotic  loan  policy,  and  also  subscribe  largely  on  their  own 
account.  These  transactions,  the  borrowing  from  banks  and  the 
investment  by  banks,  occasion  expansion  in  the  volume  of  credit, 
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both  in  the  form  of  bank-notes  and  of  deposits,  and  are  the  most 
potent  single  cause  of  the  general  advance  in  prices  during  periods 
of  war. 

Purchasing  power  in  the  possession  of  the  people  is  reduced 
by  a  war  loan,  but  not  to  the  full  extent  of  the  purchasing  power 
secured  by  the  government.     With  this  purchasing  power  the 
warring  government  enters  the  market  for  goods  and  labour  in 
competition  with  its  own  citizens.     The  government  demand  is 
so  insistent  that  it  is  not  lessened  by  advancing  prices.    There  is 
simply  a  more  speedy  exhaustion  of  the  proceeds  of  the  loan.    On 
the  other  hand,  the  demand  of  the  people  for  goods  and  labour 
is  reduced  in  consequence  of  rising  prices.    Through  this  round- 
about process   a  smaller  part  of  the  total  current  products  of 
industry  is  consumed  by  the  people  in  the  ordinary  ways  of 
peace,  and  a  larger  part  in  the  shape  of  military  material  of  all 
sorts  is  secured  by  the  government  and  consumed  in  the  channels 
of  war. 

In  the  course  of  time,  as  the  proceeds  of  a  loan  approach 
exhaustion,  a  larger  proportion  of  the  total  volume  of  the  pur- 
chasing media  of  a  country  gets  back  to  the  people.  Another 
loan  is  then  required  unless  the  government  is  to  resort  to  un- 
limited issues  of  paper  money.  The  successful  flotation  of  a  new 
loan  or  the  continuous  sale  of  short-time  obligations  again  pro- 
vides a  government  with  the  means  to  enter  the  market  in  com- 
petition with  its  own  citizens.  This  process  of  borrowing  and 
spending  can  continue  for  an  indefinitely  long  period  if  a  con- 
siderable part  of  each  loan  represents  savings,  a  sacrifice  of  current 
income  on  the  part  of  subscribers.  If  it  does  not,  credit  expan- 
sion will  be  so  rapid  as  to  threaten  with  collapse  the  entire  credit 
stnicture  in  a  fashion  analogous  to  that  which  results  from  issues 
of  paper  money. 

Although  there  is  commonly  an  increase  in  voluntary  saving 
during  the  course  of  a  war,  it  is  unlikely  to  be  sufficient  to  counter- 
act fully  various  influences  tending  toward  a  continuous  upward 
movement  of  prices  with  each  successive  loan.  With  the  pro- 
gress of  a  long  war  the  output  of  commodities  of  all  kinds  can 
bardly  fail  to  undergo  some  diminution  as  more  and  more  men 
we  required  for  military  service.  No  corresponding  contraction 
ifl  the  volume  of  the  purchasing  media  is,  however,  to  be  antici- 
pated. On  the  contrary,  as  a  means  of  facilitating  the  marketing 
of  successive  loans,  a  policy  of  continuous,  even  though  moderate, 
credit  expansion  is  practically  certain  to  be  adopted.  An  easy 
ffloney  market  is  a  desirable,  one  may  even  say  an  essential, 
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condition  for  carrying  through  the  distribution  of  a  government 
loan  among  investors.  The  process  of  marketing  the  loan  must 
be  made  as  easy  and  simple  as  possible.  Slowly  expanding  credit 
and  the  issue  of  short-term  obligations  which  may  be  converted 
into  long-time  loans  are  most  helpful  devices.  Credit  contraction 
is  naturally  out  of  the  question.  Thus,  while  the  vital  import- 
ance of  strict  economy  is  being  everywhere  urged,  these  easy 
monetary  conditions  enable  many  to  satisfy  their  patriotic  im- 
pulses by  borrowing  the  funds  which  they  subscribe  to  war  loans, 
and  at  the  same  time  postpone  the  sacrifice  of  accustomed  luxuries 
and  comforts  to  a  more  convenient  season.  Among  those  also 
who  practise  the  most  rigid  economy  there  are  many  who  subscribe 
by  means  of  loans  much  more  than  they  have  been  able  to  save. 
So  far  as  the  individual  is  concerned,  future  savings  are  invested 
in  advance  when  he  borrows  in  order  to  subscribe  to  government 
loans ;  but  until  he  pays  off  his  loans  the  arrangement  commonly 
involves  an  increase  in  the  volume  of  credit,  and  so  contributes 
to  the  advance  in  prices. 

It  is  also  to  be  noted  that  the  initial  advance  in  prices  works 
against  that  general  discontinuance  of  all  unnecessary  consump- 
tion in  order  to  subscribe  to  war  loans,  which  is  needful  if  still 
further  price  advances  are  to  be  avoided.  A  war  inevitably  causes 
radical  changes  in  many  incomes.  Those  engaged  in  the  produc- 
tion of  articles  for  which  there  is  an  intense  government  demand 
secure  exceptionally  large  wages  and  profits.  Meanwhile,  the 
incomes  of  those  engaged  in  a  large  number  of  other  pursuits 
remain  stationary  or  decline.  Changes  in  income  would  be 
numerous  even  though  the  level  of  prices  remained  stationary. 
Both  the  number  and  extent  of  these  changes  are,  however, 
much  increased  in  consequence  of  rising  prices.  While  the  real 
income  of  the  vast  majority  i^  reduced,  that  of  a  considerable 
number  is  enlarged  in  some  instances  to  an  extraordinary  extent. 
These  undeserved  and  temporary  gains  tempt  many  to  extrava- 
gance in  consumption.  During  the  tragic  course  of  the  present 
war  the  increasing  readiness  of  the  peoples  of  the  warring  countries 
to  impose  additional  taxation  is  at  least  in  part  due  to  the  desire 
to  check  positively  indecent  extravagance  on  the  part  of  those 
whose  incomes  have  been  thus  undeservedly  increased. 

All  these  conditions  and  tendencies  have  been  present  in  the 
various  belligerent  countries  during  the  present  war.  Bates  for 
short-time  loans  have  been  maintained  in  the  various  European 
money  markets  in  the  neighbourhood  of  5  per  cent,  throughout 
the  war.     In  both  Prance  and  Germany  there  has  been  something 
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like  a  three-fold  increase  in  the  note  issues  of  the  central  banks 
of  those  countries,  and  in  Great  Britain  a  corresponding  increase 
in  the  deposits  of  the  Bank  of  England.    Deposits  in  other  banks 
in  all  the  belligerent  countries  are  also  vastly  greater  than  they 
were  two  years  ago.     In  the  meantime,  prices  everywhere  have 
advanced— the   index   number   of   the   London    Economist,   for 
example,  registering  an  advance  from  116'6  in  July,  1914,  to 
153*2  in  October,  1915,  to  2171  at  the  end  of  November,  1916. 
Borrowing  as  the  principal  means  of  financing  a  war  is,  then, 
practically  certain  to  involve  a  general  advance  in  prices,  which  in 
turn  increases  the  money  costs  of  a  war,  and  also  causes  much 
undesirable  variation  in  income.     Against  war  finance  based  on 
borrowing  there  are,  however,  other  and  far  more  serious  objec- 
tions.   It  is  manifestly  unjust  and  inequitable,  because  it  gives 
not  only  to  proi)erty  acquired  before  a  war,  but  also  to  income 
received  during  its  progress,  a  far  higher  degree  of  consideration 
relative  to  life  than  is  accorded  to  them  in  times  of  peace.    In 
adopting  the  borrowing  policy  a  government  accepts  in  the  field 
of  finance  the  voluntary  principle  without  qualification.    Interest 
as  a  reward  is  offered  at  whatever  rate  is  required  in  order  to 
secure  the  necessary  funds.    An  analogous  situation  would  present 
itself  if  governments  which  rely  entirely  upon  voluntary  enlist- 
toeni  offered  successive  increases  in  the  pay  of  soldiers  whenever 
the  supply  of  volunteers  was  inadequate.    When  wars  were  waged 
l>y  small  professional  armies  the  appeal  to  economic  motives  was 
effective  in   securing   an  adequate   number   of   recruits.     Such 
appeals  obviously  would  not  provide  the  large  armies  engaged  in 
modem  warfare.     Voluntary  enlistment  from  patriotic  motives 
baa  been  tried,  but  its  inadequacy  as  well  as  its  lack  of  equality 
in  sacrifice  has  been  made  apparent  during  the  course  of  the 
present  war.     Compulsory  service  will  certainly  be  the  policy 
adopted  by  belligerent  countries  in  all  future  wars.     Immediate 
inilitary  exigencies  compel  resort  to  this  method  of  raising  armies. 
Conscription  of  men  should  logically  and  equitably  be  accom- 
panied by  something  in  the  nature  of  conscription  of  current 
ffioome  above  that  which  is  absolutely  necessary.    The  obligation 
that  each  citizen  furnish  the  State  in  time  of  war  a  large  portion 
of  big  current  income  manifestly  would  impose  no  more  oppres- 
sre  burden  than  the  obligation  of  military  service.    To  be  sure, 
the  pressing  necessity  which  leads  to  compulsory  service  is  absent, 
ance  it  is  possible  to  finance  a  war  by  means  of  borrowing.    Yet 
as  a  permaJient  war  finance  policy  borrowing  has   limitations 
which  should  exclude  it  from  any  comprehensive  scheme  of  mili- 
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tary  preparedness.  Modern  wars  are  so  enormously  costly  that  a 
country  which  resorts  to  borrowing  has  not  merely  created  for 
itself  a  difficult  problem  of  taxation  after  the  return  of  peace.  It 
has  also  placed  itself  in  a  financial  position  which  will  make  it 
exceedingly  difficult  to  find  the  money  to  maintain  and  improve 
its  military  establishment  in  future  years.  Purely  as  a  military 
measure,  then,  the  conscription  of  income  during  a  war  should 
be  adopted,  unless  such  a  policy  would  prove  in  any  way  a  serious 
obstacle  to  the  effective  conduct  of  hostilities. 

The  injustice  of  treating  those  who  provide  the  funds  for  war 
purposes  more  generously  than  those  who  risk  life  itself  will  not 
be  questioned.  Consider  for  a  moment  the  contrast  under  the 
borrowing  method  of  war  finance  between  a  soldier  in  receipt 
of  an  income  of  dE500  before  a  war  and  his  neighbour  who 
remains  at  home  in  continued  receipt  of  a  similar  amount.  The 
civilian  reduces  his  expenditure  in  every  possible  way  and  sub- 
scribes a  total  of  dE800  to  war  loan.  He  is  rewarded  with  a  high 
rate  of  interest,  to  which  his  soldier  neighbour  must  contribute 
his  quota  in  higher  taxes  if  he  is  fortunate  enough  to  return 
from  the  front.  The  contrast  becomes  still  greater  if,  as  often 
happens,  the  income  of  the  stay-at-home  increases  during  the 
war  and  if  he  is  able  to  secure  a  superior  position.  On  the  other 
hand,  the  soldier  often  finds  it  difficult  to  secure  a  position  as 
good  as  that  from  which  he  was  taken  at  the  beginning  of  the 
war. 

But  if  borrowing  as  the  principal  means  of  financing  a  war 
is  so  evidently  unjust,  it  is  pertinent  to  inquire  why  this  policy 
has  been  so  generally  adopted  and  approved.  The  explanation  is 
in  part  found  in  a  common  misconception  regarding  the  relative 
importance  of  the  various  sources  from  which  the  funds  subscribed 
to  war  loans  are  derived.  Not  infrequently  it  seems  to  be  sup- 
posed that  war  expenditure  involves  something  like  an  equivalent 
devotion  to  war  uses  of  capital  and  other  wealth  which  was  in 
existence  before  the  outbreak  of  hostilities.  On  the  contrary,  the 
greater  part  of  war  expenditure  is,  in  fact,  derived  from  current 
incomes,  most  of  which  but  for  the  war  would  have  been  devoted 
to  the  satisfaction  of  individual  wants,  and  so  completely  con- 
sumed. 

Most  of  the  capital  and  other  property  in  existence  within  a 
country  at  the  beginning  of  a  war  is  not  and  cannot  be  converted 
into  funds  with  which  to  prosecute  the  conflict.  Property  can,  of 
course,  be  sold  and  the  funds  secured  from  the  sale  subscribed 
to  war  loans;    but  such  transactions  are  merely  transfers,  and 
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do  not  increase  the  amount  of  funds  within  the  country  available 
tor  war  purposes.     Apart  from  the  sale  of  securities  to  foreign 
coontries  and  the  exportation  of  gold  and  other  valuables,   a 
country  cannot  convert  any  large  part  of  its  past  savings  into  un- 
inveeled  funds.    Modem  warfare  requires  the  use  of  a  large  part 
erf  the  capital  equipment  of  a  country,  which  must  therefore  be 
maintained  throughout  the  contest  in  a  high  state  of  efficiency. 
A  part  of  the  capital  invested  in  plant  which  cannot  be  employed 
fof  military  purposes  may  indeed  be  idle,  because  there  is  no 
demand  for  its  products.    Factories  for  the  production  of  luxuries 
may  be  taken  as  an  example,  though  it  may  be  noted  that  during 
the  present  war  some  use  has  been  found  for  nearly  every  variety 
of  factory  and  workshop.     Factories  for  which  a  use  cannot  be 
found  may  not  be  kept  in  repair  during  a  war,  and,  if  it  lasts  long 
enough,  may  fall  into  complete  decay.    The  loss  will  be  one  of  the 
costs  of  the  war,  but  will  in  no  way  contribute  anything  toward 
necessary  military  expenditure.    Capital  in  the  form  of  stocks  of 
goods  may  gradually  become  available  as  the  proceeds  of  sales 
are  invested  in  government  loans  rather  than  in  the  replenish- 
ment of  stock.     Similarly,  durable  goods  in  the  possession  of  con- 
sumers, such  as  clothing  and  furniture,  may  be  made  to  last  an 
abwMrmally  long  time,  and  only  absolutely  necessary  replacements 
may  be  made.     In  this  way  the  accumulated  possessions  of  the 
people  may  contribute  to  the  conduct  of  a  war,  not  by  being  used 
directly,  but  because  they  enable  the  people  to  devote  a  larger 
portion  of  income  to  war  purposes  than  would  be  possible  if  at 
the  beginning  of  the  war  their  personal  belongings  were  less 
abnodant  and  durable. 

In  these  various  ways  a  considerable  amount  of  funds  for  war 
purposes  can  be  extracted  from  the  capital  and  other  property  in 
existence  before  the  outbreak  of  hostilities.     A  borrowing  policy 
^apart  from  foreign  loans)  which  should  limit  borrowing  to  ante- 
bellum wealth,  which  might  become  available  for  new  invest- 
menta,  would  be  entirely  consistent  with  the  equities  of  the  situa- 
tion created  by  war.     But  by  far  the  lion's  share  of  the  funds 
lubecribed  to  war  loans  is  not  derived  from  this  source.    It  repre- 
sents new  saving  from  current  income  and  the  curtailment  of 
individual  consumption  brought  about  by  rising  prices.     If  all 
these  savings,    and   also  the   income   which   might   have   been 
89ved»  but  is  in  fact  expended,  were  taken  by  the  tax-gatherer, 
it  is  certain  that  there  would  be  slight  need  for  domestic  borrow- 
ing.  Much  of  the  pre-existing  capital,  as  it  became  available  for 
new  uses,  could  be  reinvested  in  these  particular  branches  of 
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industry  in  which  additional  facilities  seemed  to  promise  satisfactory 
returns. 

General  acquiescence  in  the  policy  of  borrowing  for  war  pur- 
poses is  by  no  means  to  be  attributed  solely  to  misconceptions 
regarding  the  relative  importance  of  the  sources  from  which  funds 
subscribed  to  war  loans  are  derived.    It  is  also  commonly  believed 
that  by  borrowing  the  burden  of  war  costs  is  shifted  from  the 
present  to  future  generations.    Such  shifting  is,  in  large  measure, 
illusory.     A  burden  can  indeed  be  placed  on  future  generations, 
but  the  generation  conducting  the  war  does  not  escape.    A  nation 
at  the  end  of  the  war  is  poorer  by  the  amount  that  its  capital  and 
other  wealth  is  less  than  it  would  have  been  if  there  had  been  no 
war.     This  loss  is  inevitably  greater  if  the  borrowing  rather  than 
the  taxation  policy  is  adopted;   because,  as  we  have  seen,  bor- 
rowing does  not  reduce  unnecessary  consumption  to  the  greatest 
possible  extent. 

Taking  a  community  as  a  whole,  a  war  debt  is,  of  course,  in 
no  sense  an  asset.  This  would  be  evident  enough  if  the  owner- 
ship of  the  debt  was  distributed  among  the  people  in  exact  pro- 
portion to  the  additional  taxes  which  they  must  pay  in  order  to 
meet  interest  and  sinking  fund  requirements.  Owing  to  the 
manner  in  which  the  debt  is  in  fact  held,  it  alters,  to  the  dis- 
advantage of  the  great  majority  of  the  people,  the  distribution  of 
the  total  annual  income  of  the  community.  On  the  return  of 
peace  those  who  served  in  the  armies  will,  generally  speaking, 
enjoy  a  smaller  share  in  the  national  dividend,  because  they  were 
deprived  of  the  opportunity  to  earn  income  from  which  savings 
might  be  made  for  subscriptions  to  war  loans.  Large  numbers  of 
those  who  remain  at  home,  either  because  of  a  decline  in  their 
incomes  or  on  account  of  advancing  prices,  are  also  unable  to 
save  their  quota  of  the  war  debt,  and  consequently  find  them- 
selves in  a  less  favourable  position  than  at  the  beginning  of  the 
war.  A  fortunate  and  perhaps  more  thrifty  minority  become 
owners  of  the  government  debt  and  enjoy  a  rent  charge  on  the 
income  of  the  community  which  continues  until  the  principal  of 
their  claim  is  returned  to  them. 

To  war  finance  based  mainly  on  borrowing  there  are,  then, 
fundamental  objections.  During  the  years  immediately  following 
the  conflict  it  impairs  the  ability  of  a  country  to  keep  up  its  mili- 
tary preparations,  to  say  nothing  of  its  power  to  undertake 
another  war.  It  is  unjust  to  all  those  who  serve  in  the  armies, 
and  also  to  many  who  remain  at  home.  It  enables  a  small  section 
of  the  population  to  enjoy  undiminished  or  enlarged  incomes, 
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which  are  either  expended  extravagantly  or  become  a  claim  upon 
the  income  of  the  community  for  an  indefinitely  long  period  in 
the  future. 

But  although  in  all  these  ways  borrowing  as  a  means  of 
finwciug  a  great  war  is  most  unsatisfactory,  it  has  one  advantage 
which  cannot  be  questioned.  It  works.  If  a  people  are  heartily 
in  favour  of  a  war  directly  through  the  funds  subscribed  to  loans 
and  indirectly  through  the  forced  economy  of  those  with  stationary 
or  declining  incomes  occasioned  by  rising  prices,  governments  can 
secure  command  of  a  very  large  proportion  of  the  labour  force  in 
a  country  and  the  use  of  much  of  its  capital.  Large  armies  can 
be  formed  and  supported  and  enormous  quantities  of  military 
supplies  can  be  produced.  Even  though  the  burden  is  unevenly 
distributed,  the  transfer  of  labour  and  capital  from  the  activities 
of  peace  to  those  of  war  is  successfully  accomplished. 

It  boots  Bothing,  therefore,  to  dilate  upon  the  equity  and 
remote  advantages  of  taxation  over  borrowing  unless  it  can  be 
shown  that  by  some  other  method  the  productive  forces  of  a 
country  can  be  as  speedily  transferred  and  as  effectively  exerted 
in  the  production  of  the  large  and  varied  supplies  of  material 
required  in  the  conduct  of  a  modern  war.  Equity  would  indeed 
sanction  taxing  away  all  income  received  during  a  war  in  excess 
of  that  which  each  citizen  had  received  during  the  year  preceding 
the  conflict,  and  also  so  much  of  ordinary  income  as  was  not 
Deeded  for  absolutely  necessary  consumption.  Taxation  on  this 
onerous  scale  would  virtually  eliminate  the  ordinary  economic 
nwtives  for  effort  and  sacrifice.  What  would  be  the  effect  on 
production?  There  is  no  experience  whatever  on  which  to  base 
» judgment.  I  venture  to  think,  however,  that  no  serious  diffi- 
culties would  be  encoimtered  when  millions  of  men  were  fighting 
in  the  trenches  during  a  great  war  in  which  a  people  believed  that 
its  vital  interests  were  at  stake.  Moreover,  thanks  to  the  curtail- 
ment of  individual  consumption  enforced  by  taxation,  the  indus- 
ttal  forces  of  a  country  could  be  far  more  speedily  and  effectively 
ntilised  for  war  purposes  than  is  possible  under  the  borrowing 
policy  of  war  finance. 

All  the  various  considerations  of  which  account  must  be  taken 
in  framing  a  permanent  taxation  policy  have  no  bearing  when  it 
is  a  question  of  taxation  for  a  limited  period  and  for  a  specific 
pnrpose.  Accepted  canons  of  taxation  and  most  economic  prin- 
ciples have  no  application  amid  the  conditions  which  develop 
during  a  great  modem  war.  It  is  not  necessary,  for  example,  to 
take  account  of  the  effect  of  onerous  taxation  on  saving  and  on 
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the  investment  of  capital.  It  is  the  avowed  purpose  of  the  State 
to  secure  through  taxation  all  that  can  be  saved.  Onerous  income 
taxes  will  not  weaken  the  motive  for  maintaining  the  capital 
which  was  in  existence  before  the  war,  because  it  will  become 
the  basis  for  the  accustomed  return  to  its  owners  upon  the  restora- 
tion of  peace.  In  any  event,  whether  the  State  borrows  or  taxes, 
there  will  be  less  capital  at  the  end  of  the  war  than  at  the 
beginning.  But,  as  we  have  seen,  a  greater  part  of  the  capital 
of  the  country  is  likely  to  be  absorbed  under  the  borrowing  policy, 
because  it  does  not  reduce  individual  consumption  to  the  greatest 
possible  extent. 

It  would  seem  at  first  sight  that  if  no  income  could  be  saved 
for  investment  during  a  war,  serious  diflSculty  might  be  encoun- 
tered in  securing  the  necessary  additions  to  plants  required  for 
the  production  of  munitions  and  other  military  supplies.  Ex- 
perience during  the  present  war,  however,  proves  quite  con- 
clusively that  those  requirements  are  too  great  and  immediate 
to  wait  upon  the  slow  processes  of  the  adjustment  of  facilities  of 
supply  to  demand  working  through  prices  and  business  profits. 
The  warring  governments  have  been  obliged  to  undertake  the 
erection  or  direct  control  of  plants  and  the  organisation  of  produc- 
tion, not  only  of  munitions,  but  also  of  other  indispensable  articles. 
Much  hfiw,  of  course,  been  done  by  private  enterprise,  but  com- 
monly under  conditions  which  guaranteed  against  loss.  Both 
these  methods  would  be  equally  feasible  even  though  there  were 
no  new  savings  available  for  investment.  Within  moderate  limits 
the  cost  of  cQuverting  plant  to  war  uses  could  be  charged  as  at 
present  to  operating  costs,  and  not  to  capital  account.  Much 
capital  also  would  become  available  for  investment  through  the 
liquidation  of  current  assets  in  branches  of  industry  unfavourably 
affected  by  the  war.  It  would  also  be  quite  possible — and,  indeed, 
this  has  happened  during  the  present  war — for  governments  to 
make  advances  of  funds  to  private  concerns  for  capital  expenditure. 

During  a  great  war  it  would  also  seem  that  the  chance  of 
making  large  profits  is  not  needed  to  secure  persistent  effort  and 
readiness  to  assume  business  risks.  Patriotic  motives  in  the  busi- 
ness and  financial  world  even  now  in  some  degree  take  the  place 
of  ordinary  economic  motives,  even  though  no  strong  appeal  has 
been  made  to  them.  But  it  is  also  to  be  noted  that  business  risks 
are  far  less  than  in  times  of  peace,  even  under  conditions  as  they 
develop  when  a  war  is  financed  by  borrowing ;  and  these  risks 
would  be  still  further  reduced  if  the  taxation  policy  were  adopted. 
In  any  event,  the  warring  State  takes  a  leading  rdle  in  deter- 
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mining  the  direction  of  production.  A  large  part  of  the  total 
output  of  industry  is  in  response  to  government  orders.  Those 
who  supply  the  wayward  demands  of  the  few  whose  incomes  have 
been  increased  by  war  do  indeed  incur  serious  risks.  But  if  all 
incomes  were  heavily  taxed  there  would  be  little  or  no  demand  of 
this  character.  Marketing  risks  would  be  reduced  to  a  minimum, 
since  virtually  all  the  labour  and  capital  of  a  country  would  be 
employed  in  producing  articles  of  necessary  consumption  and 
military  supplies. 

It  may  also  be  observed  that  the  evident  justice  of  a  policy 
under  which  no  one  would  reap  an  economic  benefit  from  a  war, 
even  though  it  might  cause  some  relaxation  of  effort  on  the  part 
of  a  few,  would  certainly  stimulate  the  vast  majority  of  people  to 
greater  efforts.  In  England,  for  example,  during  the  present  war, 
the  large  gains  and  extravagances  of  a  few  caused  at  one  time  a 
serious  discontent  in  labour  circles — a  grievance  which  was  in  some 
degree  finally  removed  by  means  of  the  excess  profits  tax. 

The  abrupt  curtailment  of  individual  consumption,  which 
would  come  with  the  adoption  of  this  taxation  policy,  would 
occasion  no  serious  disturbance  in  the  labour  markets.  In  all  the 
warring  countries  it  has  been  found  necessary  to  utilise  the  labour 
of  women  to  an  unprecedented  extent.  The  enormous  number  of 
men  absorbed  in  the  armies,  together  with  the  large  government 
demand  for  goods,  has  much  more  than  offset  the  reduction  in 
the  demand  for  labour  in  various  peaceful  pursuits. 

More  serious  difficulties  might  be  encountered  by  those  having 

capital  invested  in  the  luxury  trades.     But,  thanks  to  the  great 

^ety  of  modern  military  requirements,  a  use  can  be  found  for 

nnich  plant  of  this  kind.    It  is  reported,  for  example,  that  during 

^e  present  war  even  candy  kitchens  and  photographic  studios 

have  been  utilised.     Supplies  of  articles  of  luxury  on  hand  can 

largely  be  disposed  of  in  neutral  markets.     Moreover,  the  con- 

«nnption  of  luxuries  in  a  warring  country  would  not  be  entirely 

discontinued  if,  as  they  properly  should  be,  rates  of  taxation  were 

so  limited  as  not  to  occasion  a  serious  change  in  the  standard  of 

life  of  any  class  in  the  conamunity.    During  a  great  war  it  would 

he  entirely  equitable  to  tax  far  beyond  the  limit  set  by  the 

standard  of  life,  but  practical  considerations  forbid.  Taxation  which 

would  make  necessary  revolutionary  changes  might  well  occasion 

a  greater  loss  in  efficiency  than  would  be  offset  by  the  gain  in 

revenue.     To  take  as  much  as  50  per  cent,  on  incomes  of,  say, 

f600  would  be  equitable,  but  it  would  involve  changes  in  the 

fflanuCT  of  living  which  could  only  be  made  with  the  very  greatest 


Digitized  by 


Google 


12  THE   BCX)NOMI0  JOURNAL  [MARCH 

difficulty.  On  the  other  hand,  to  tax  50  per  cent,  of  incomes  of 
dG8,000  or  90  per  cent,  of  incomes  of  £200,000  or  more  would  still 
leave  enough  to  permit  in  all  essentials  the  maintenance  of  the 
standard  of  life  to  which  the  recipients  of  such  incomes  are 
accustomed. 

It  is,  of  course,  impossible  to  determine  in  advance  of  experi- 
ence just  how  far  it  would  be  possible  to  go  in  financing  a  war 
by  taxes  on  income.  Tentatively,  and  mainly  for  illustrative  pur- 
poses, the  following  scheme  of  taxation  may  be  suggested :  All, 
or  at  least  95  per  cent,  of  all,, incomes  in  excess  of  the  average 
annual  income  received  during  the  two  years  preceding  a  war 
should  go  to  the  State.  This  proposal  simply  involves  an  exten- 
sion of  the  excess  profits  tax  which  has  been  adopted  very 
generally  during  the  present  war.  In  addition,  ordinary  income 
should  be  taxed  "to  the  bone,"  but  not  beyond  the  point  which 
would  still  leave  every  class  of  taxpayers  sufficient  income  to 
maintain  the  essentials  of  its  customary  standard  of  life.  Let 
us  assume  as  a  starting-point  a  special  war  tax  of  5  per  cent,  on 
incomes  of  dG300,  or  perhaps  dG240,  and  of  10  per  cent,  on 
incomes  of  £400,  incomes  between  these  limfts  being  taxed  at 
the  higher  rate.  By  successive  stages  the  rates  would  be  increased 
until  50  per  cent,  of  incomes  of  £8,000,  and,  let  us  say,  all 
incomes  in  excess  of  £20,000  were  taken  by  the  State  during 
the  period  of  the  war.  These  taxes  would,  after  all,  represent 
nothing  more  than  patriotic  citizens  might  be  expected  and 
urged  to  save  and  to  invest  in  government  loans  under  the  bor- 
rowing policy  of  war  finance.  The  imposition  of  these  taxes 
would,  of  course,  require  a  reorganisation  of  all  war  charity,  but 
the  alleviation  of  much  of  the  distress  occasioned  by  war  which 
is  now  left  to  private  benevolence  is  properly  a  government 
function,  and  could  be  far  more  effectively  handled  through  its 
agency.  In  addition  to  taxes  on  income,  special  taxes  on  a  few 
articles  entering  into  general  consumption  should  be  imposed.  A 
tax  on  sugar  of  2Jd.  a  pound,  with  correspondingly  heavy 
taxes  on  tobacco  and  beverages,  alcoholic  and  non-alcoholic, 
would  presumably  be  sufficient  for  the  purpose  of  reaching  those 
whose  incomes  are  too  small  to  warrant  resort  to  direct  taxation. 
A  high  tax  of,  say,  a  shilling  a  gallon  on  gasolene  and  on  other 
commodities  of  which  enormous  quantities  are  required  for  military 
use  would  also  be  advisable. 

A  war  finance  policy  based  on  income  taxes  could  not  be 
improvised  with  much  hope  of  success  after  the  beginning  of  a 
war.    A  country  must  have  established  and  in  operation  highly 
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developed  income-tax  machinery  in  time  of  peace,  bo  that  it  may 
have  at  its  disposal  full  information  regarding  the  income  of  its 
citizens.    It  would  also  seem  essential  that  the  policy  should 
have  been  carefully  considered,  and  that  the  people  should  have 
defioitely  decided  in  favour  of  its  adoption  as  an  integral  part  of 
its  military  programme.    It  would  indeed  be  highly  advantageous 
to  enact  legislation  before  the  outbreak  of  hostilities  authorising 
the  imposition  of  war  rates  of  income  taxation  by  executive  pro- 
clamation.   It  might  also  prove  advisable  to  provide  that  the 
tax  rates  to  be  imposed  at  the  outset  should  be  at  half  the  rate 
which  would  become  effective  at  the  end  of  a  period  of  six  months 
of  war.    By  that  time  the  initial  disturbances  occasioned  by  the 
outbreak  of  war  would  have  passed,  and  it  would  be  possible  to 
judge  with  some  certainty  whether  the  country  was  engaged  in 
a  long  and  arduous  contest. 

This  paper  is  primarily  concerned  with  the  underlying  prin- 
ciples which  should  determine  financial  policy  in  times  of  war. 
Bnt  a  few  matters  of  less  fundamental  importance  may  be  given 
passing  consideration.  As  regards  the  proposed  income  taxes,  a 
single  annual  collection  would  be  unsatisfactory  on  fiscal  grounds. 
The  enormous  payments  to  be  made  might  seriously  dislocate  the 
banking  machinery  of  a  country.  Monthly  or  quarterly  payments 
would  in  large  measure  meet  those  difl&culties.  Payment  of  the 
taxes  at  frequent  intervals  would  also  reduce  to  a  minimum  loss 
of  revenue  from  irresponsible  individuals  who  otherwise  might 
spend  in  extravagant  consumption  the  funds  which  should  .have 
been  set  aside  to  meet  the  tax  on  their  incomes.  It  would  also 
be  desirable  to  provide  that  tax  payments  might  be  made  in  short- 
lime  interest-bearing  obligations  of  the  government.  Purchases 
of  those  obligations  by  those  subject  to  income  tax  would  provide 
»  government  with  a  reasonably  steady  supply  of  funds,  probably 
quite  as  effectively  as  under  the  present  financial  policy  based  on 


War  finance  based  on  taxation  has  many  advantages  over  either 

the  paper  money  or  the  borrowing  policy.     One  of  these  advan- 

t^es,  even  though  it  is  not  the  most  important,  may  properly 

^  given  special  consideration,  because  it  would  contribute  much 

to  the  feasibility  of  the  taxation  policy.    Both  paper  money  and 

borrowing  are  certain  to  bring  about  a  general  advance  in  the  level 

of  prices.    It  will,  I  think,  be  readily  granted  that  a  belligerent 

ooontry  which  financed  itself  entirely  (apart  from  foreign  loans) 

by  means  of  income  taxes,  supplemented  by  taxes  on  a  few  com- 

nwdities,  would  experience  little  or  no  advance  in  the  geqgtal  level 
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of  prices.  There  would  be  no  influence  at  work  tending  toward 
an  increase  in  the  total  volume  of  its  purchasing  media.  Surely 
not  many  would  seek  loans  from  banks  for  the  purpose  of  main- 
taining accustomed  expenditure ;  and  banks  certainly  would  not 
give  favourable  consideration  to  suQh  loans.  Prices  in  neutral 
countries  would  of  course  advance  if  they  were  resorted  to  for 
supplies  on  the  scale  witnessed  during  the  present  war ;  but  it  is 
one  of  the  advantages  of  the  taxation  policy  over  borrowing  that 
it  would  greatly  reduce  the  volume  of  goods  imported  to  a  waxring 
country.  Imports  of  luxuries  would  inevitably  fall  off.  More- 
over, owing  to  the  smaller  demand  for  luxuries  produced  at  home, 
more  labour  would  be  set  free  for  the  production  of  necessaries 
and  of  military  supplies,  thus  in  turn  reducing  importations  of 
such  commodities. 

The  adoption  of  the  taxation  policy  would  not,  of  course, 
eliminate  all  changes  in  income  during  a  war.  It  would,  how- 
ever, diminish  the  number  of  such  changes,  and  also  confine  them 
within  narrower  limits  than  is  possible  under  the  conditions  of 
rapidly  rising  prices  which  are  found  whenever  a  war  is  financed 
by  means  of  paper  money  or  borrowing.  Comparatively  stable 
prices  would  facilitate  the  execution  of  the  income-tax  policy  in 
two  ways.  In  the  first  place,  the  amount  of  excess  profits,  as  well 
as  the  number  in  receipt  of  such  profits,  would  be  far  less  con- 
siderable than  has  been  the  case  in  past  wars.  *  And,  second,  the 
special  war  tax  on  ordinary  income  would  occasion  less  disturb- 
ance, since  the  necessary  curtailment  of  expenditure  would  be 
more  exactly  estimated  by  the  people  generally  if  something  like 
the  accustomed  level  of  prices  were  maintained.  To  those  in 
receipt  of  stationary  incomes  of  moderate  size,  it  may  be  added, 
the  proposed  war  taxes  would  be  less  burdensome  than  the  de- 
privation resulting  from  the  rise  of  prices  under  the  borrowing 
policy  in  the  countries  now  at  war. 

Even  those  to  whom  the  proposal  to  finance  war  from  current 
taxation  seems  entirely  fair  and  to  have  many  advantages,  it  may 
appear  somewhat  Utopian.  It  may  be  so ;  but  I  may  say  that  all 
those  to  whom  I  have  outlined  the  matter  have,  without  exception, 
agreed  that  conscription  of  income  is  a  just  complement  of  com- 
pulsory service.  The  requirements  of  modern  warfare  in  more 
than  one  direction  are  beyond  comparison  greater  than  those  in 
former  wars.  If  no  league  of  nations  for  the  enforcement  of  peace 
can  be  established,  the  policy  of  compulsory  service  would  seem 
to  be  essential  for  national  safety.  The  acceptance  of  this  measure 
by  the  mass  of  the  people  will,  I  believe,  be  hastened  if  it  is  accom- 
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^anied    by  proposalB  for  adequately  and  justly  fi«^^^:iicmg  the  costs 

of  ^wfiLr.  , 

To  finance  a  war  to  the  greatest  possible  extei:x-t;  currently  from 
^^Xation  is  just.    It  would  place  all  citizens  upoxv     ^^  equal  footing 
iJX  so  far  as  war  conditions  will  permit.    It  wo\x\^^    i^ave  a  country 
£  :ii  fax  better  position  to  make  preparation  for  aa^     t,o  <5onduct  future 
^?^a,ra  if  they  unhappily  should  come.    The  return    -fco  peaceful  activi- 
t  ies  would  be  enormously  simplified.    Taxation  w<z>uld  then  be  some- 
^^I:ia.t    more  burdensome  than  before  the  war,       but  the  increase 
^?voiild  be  insignificant   in  coinpariBon  with  tVis^t  which  must  be 
\>orne  if  the  borrowing  policy  is  adopted.     Moreover,  the  proceeds 
of  the  additional  taxes  would  be  used  chiea>f  to  relieve  the  families 
of    those  who  were  killed  or  the  soldiers   ^^lo  were  incapacitated 
during  the  war.    The  danger  that  class   ^.xitagonism  may  develop 
^ven  to  the  point  of  revolutionary  outbr^^^^  ^^^^^  y^^  eliminated. 
ji'ioally.  the  taxation  policy  would   tea^j.^  ^  country  in  a  vastly 
better  position  for  further  industrial  de>^^.     ^^^^^^^  ^  compete  in 
±Jxe^  markets  of  the  world,  and,  above  all  ^  ^  ^^^^       j^^  ^^^^^  ^^^ 
o-tb^^  ^^vilising  activities  more  nearly  W\^^^^  ^j^^y  ^^.^  interrupted 
g^t  tbe  outbreak  of  hostilities.  ^   ^  ^   Spbague 

Ijarfyard  Universiiy. 
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When  the  Government  is  at  war  it  requires  for  use  in  that  war 
a  very  large  part  of  the  productive  power  of  the  country  that 
was  formerly  employed  in  the  private  interest  of  individuals.  To 
some  extent  it  may  borrow  things  from  abroad,  sell  British 
holdings  of  securities  abroad,  and  make  use  of  other  such  devices. 
But  this,  though  absolutely  very  important,  is  relatively  unim- 
portant. The  main  part  of  what  the  Government  wants,  at  all 
events  in  such  a  war  as  this,  must  be  obtained  at  home.  One 
way  of  obtaining  it  would,  of  course,  be  to  commandeer  the  ser- 
vices of  a  large  proportion  of  the  population,  allocate  a  certain 
number  of  them  to  the  army,  a  certain  number  to  direct  war  work, 
and  a  certain  number  to  providing  (either  directly  or  through 
exchange  with  foreigners)  essential  articles  of  food,  dwelling, 
clothing,  and  firing  at  once  for  the  army,  the  munition-makers, 
and  themselves.  But  from  a  practical  point  of  view  this  method 
of  commandeering  and  compulsion  has  disadvantages.  To  compel 
people  to  do  things  involves  a  great  deal  of  organisation,  and  it 
is  very  difficult  to  make  sure  that  one  is  compelling  the  people 
best  suited  to  different  things  to  do  those  things.  Therefore,  a 
Government  naturally  likes  to  do  very  little  compelling  and  to 
make  its  arrangements,  so  far  as  possible,  in  other  ways.  It  is 
easier  to  persuade  people  by  offering  a  reward  and  making  an 
appeal  to  patriotism.  In  England  for  a  long  time  the  Govern- 
ment followed  this  plan  for  nearly  all  the  things  it  wanted.  But 
eventually  it  changed  to  the  method  of  compulsion  for  the  army 
while  keeping  the  method  of  persuasion  for  everything  else.  The 
people  who  make  munitions  and  army  clothes  and  army  rations 
are  still  persuaded  by  the  offer  of  a  reward.  And  the  people  in 
the  army,  though  they  are  compelled,  are  also  offered  something — 
they  and  their  families — ^in  addition  to  the  rations  and  clothes 
which  the  Government  buys  and  gives  to  them. 

^  This  article  is  reproduced  from  a  public  lecture  given  on  February  1. 
This  explains  its  form  and  the  length  at  which  some  elementary  matters  are 
discussed. 


Digitized  by 


Google 


MABCH,   1917J      THE  BCONOMIOS  OF  THE  WAR  LOAN 


17 


Now  the  something  that  is  offered  as  a  reward  for  the  services 
of  munition-makers,  army  clothiers,  and— alongside  of  compulsion 
— floldiers  might,  of  course,  be  an  actual  package  of  goods  and 
services  of  a  kind  that  those  people  like  to  have— food,  clothes, 
cinema  shows,  railway  journeys,  books,  or  anything  else.  But 
to  make  the  offer  in  this  form  would  be  very  awkward  and  might 
be  rather  ineffective,  because  different  people  like  different  things, 
and  it  is  impossible  for  any  Government  to  discover  exactly  what 
the  particular  tastes  of  its  various  citizens  are.  Therefore  there 
will  be  hopeless  confusion  if,  in  its  attempt  to  persuade  them 
to  do  work  for  it,  it  offers  them  directly  things  and  services  chosen 
for  them.  What  it  does  and  must  do  is  to  offer  them  general  pur- 
chasing power  which  they  can  employ  in  buying  those  particular 
things  and  services  which  they  happen  individually  to  prefer. 

That  is,  of  course,  what  happens  in  practice.  But  the  fact 
that  it  happens  so  is  a  secondary  and  not  a  fundamental  fact. 
The  fundamental  fact  is  that  the  Government  persuades  by  offering 
people  things  and  services  as  a  reward  for  doing  work  for  it.  It 
might  have  offered  these  things  immediately.  In  fact,  it  offers 
them  mediately  through  a  transfer  of  general  purchasing  power. 
Bot  whether  its  payments  are  made  in  goods  and  services  or  in 
money  which  commands  goods  and  services,  the  fact  that  it  makes 
payment  at  all  carries  an  essential  implication.  It  is  that  the 
Government  shall  first  have  these  things.  In  order  to  have  them 
it  must  in  one  way  or  another  get  them  from  its  citizens.  Before 
it  can  transfer  command  over  goods  and  services  to  soldiers, 
munition-makers,  and  army  clothiers,  it  must  somehow  first  have 
transferred  this  command  to  itself.  The  root  problem  of  war 
finance  is  to  settle  exactly  how  it  shall  do  this. 

In  a  state  of  barter  it  could  only  do  it  in  one  of  two  ways. 
Either  it  would  have  to  take  from  its  citizens  the  things  it  wants 
in  taxes  in  kind,  or  it  would  have  to  borrow  them  in  loans  in 
kind.  In  a  modem  community,  where  a  money  economy  rules, 
it  does  neither  of  these  things,  but  it  does  substantially  equivalent 
things.  To  the  method  of  taking  things  by  taxes  in  kind  there 
corresponds  the  method  of  taking  command  over  things  by  taxes 
in  money.  To  the  method  of  borrowing  things  by  loans  in  kind 
there  corresponds  the  method  of  borrowing  command  over  things 
by  k)ans  in  money.  But  under  a  money  economy  there  is  also  a 
third  way  to  which  there  is  nothing  analogous  under  a  barter 
economy — the  method  of  creating  money  in  the  form  of  bank- 
notes or  bankers'  loans,  and  so  really  taking  command  over  things 
from  its  citizens  without  many  of  them  being  aware  of  the  fact. 
No.  106. — ^VOL*  xxvn.  c 
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Let  us  consider  exactly  how  these  three  ways  work.  I  shall 
first  give  what  is  called  a  plain,  straightforward  account — ^which 
means,  as  is  usual  with  things  so  described,  an  account  which  is 
not  exactly  true — and  I  shall  afterwards  point  out  how  this 
account  fails  to  be  exactly  true.  First,  suppose  that  the  levy 
required  is  made  by  taxes.  As  a  matter  of  practice,  the  amount 
wanted  being  so  enormous,  far  and  away  the  greater  part  of  it 
has  to  be  collected  from  the  better-to-do  classes  of  the  people. 
The  margin  that  other  classes  have  got  above  the  line  of  neces- 
saries is  so  small  and  the  technique  of  collecting  money  from  them 
is  so  complicated  and  costly  that  it  is  not  feasible  to  take  from 
them  more  than  a  small  proportion  of  the  whole.  So,  if  the 
method  of  taxation  is  adopted,  most  of  the  money  will  come 
from  the  better-to-do.  It  will  be  taken  from  them  straight  away, 
and  since  people  cannot  in  such  a  war  as  this  send  their 
capital  abroad,  the  taking  of  it  will  not,  if  it  is  done  through 
income-tax,  have  any  significant  effect  in  destroying  the  source 
from  which  it  comes.  The  well-to-do  people  who  pay  the  taxes 
give  up  consumption  and  investment  equivalent  in  value  to  what 
the  Government  takes,  and  that  is  substantially  the  whole  of 
what  happens. 

Secondly^  suppose  that  the  levy  required  is  made  by  loans. 
As  before,  and  for  the  same  reason',  far  and  away  the  larger  part 
of  it  must  come  from  the  better-to-do  people.  The  direct  and 
immediate  effect  of  the  loan  method  is,  therefore,  much  the  same 
as  that  of  the  tax  method.  It  would  be  possible  so  to  arrsoige 
things  that  the  later  effects  should  also  be  the  same ;  because  it 
would  be  possible  to  build  up  a  tax  system  after  the  war  in  such  a 
way  that  everybody  would  have  to  pay  in  taxes  exactly  the  sum 
that  he  was  going  to  get  back  in  interest  on  his  loan.  But, 
of  course,  in  practice  this  is  never  done.  Taxation  in  peace- 
time, tending  as  it  does  to  raise  a  less  aggregate  sum^  is  always 
spread  over  the  people  much  more  generally  than  are  the  special 
levies  needed  for  war.  The  better-to-do  people  who  lend  now  to 
the  Government  will,  of  course,  have  to  provide  afterwards  in 
taxes  a  part  of  the  interest  that  is  paid  to  them.  But  it  is  prac- 
tically very  unlikely  that  they  will  have  to  provide  the  whole. 
There  is  very  little  doubt  that  a  substantial  proportion  of  the 
interest  that  is  now  being  promised  to  them  will  be  paid  to  them, 
not  out  of  taxes  levied  from  themselves,  but  out  of  taxes  levied 
from  poorer  persons  who  have  not  subscribed  to  War  Loan.  Nor  is 
this  all.  It  is  also  probable  that  lenders  to  the  Government  will 
be  paid  a  very  much  higher  real  rate  of  interest  than  it  appears 


Digitized  by 


Google 


1917]  THB  ECONOMICS  OF  THE  WAR  LOAN  19 

on  the  face  of  things  that  they  are  being  paid.  For  in  war-time 
prices  are  high.  Therefore  a  sovereign  lent  now  means  a  com- 
parativel;  small  sacrifice  of  real  things,  because  a  sovereign  will 
only  buy  a  little.  But  after  peace  has  returned  prices  are  likely 
to  be  a  good  deal  lower.  Therefore  a  sovereign  paid  back  in 
interest  then  will  give  command  over  more  things.  If,  in  order 
to  provide  a  hundred  shillings  now,  I  give  up  in  effect  the  power 
to  boy  100  loaves,  and  am  promised  five  shillings  a  year  interest, 
when  that  five  shillings  a  year  comes  to  be  paid  in  later  years  it 
will  probably  give  command  over  a  good  deal  more  than  five  loaves. 
So-HMid  this  is  the  point — a  money  rate  of  interest  of  5  per  cent, 
contracted  for  now  almost  certainly  means  a  real  rate  in  terms 
of  actual  things  of  considerably  more  than  5  per  cent.  In  other 
words,  when  the  Government  raises  money  for  war  by  borrowing, 
the  people  who  lend  to  it — except,  of  course,  those  who  lend  out  of 
the  proceeds  of  a  sale  of  securities — ^make  a  very  much  better 
bargain  at  the  expense  of  the  general  body  of  taxpayers  in  the 
future  than  they  appear  to  be  making  when  account  is  taken 
merely  of  the  nominal  money  rate  of  interest  that  is  offered. 

But  this  distributive  difference,  so  to  say,  between  the  tax 
method  and  the  borrowing  method  is  not  the  only  difference. 
There  is  also  an  important  difference  on  the  side  of  production. 
Heavy  taxes  levied  in  the  course  of  a  war  for  a  special  emergency, 
jost  because  they  are  essentially  emergency  taxes  that  are  not 
expected  to  continue  for  any  length  of  time,  have  little  or  no  effect 
in  checking  industry  or  lessening  the  inducement  that  people 
have  to  save  capital.  If,  therefore,  the  money  needed  for  the 
war  was  levied  by  taxes,  the  motives  that  induce  people  to  work 
and  save  afterwards  would  not  be  weakened.  But  in  so  far  as  the 
money  needed  is  raised  by  loans  that  involve  taxes  afterwards  to 
pay  the  interest,  these  taxes,  being  continuous  and  regular  and 
ab9(M-bing  a  substantial  part  of  the  proceeds  of  activity,  will 
weaken  the  motives  to  work  and  saving^  The  loan  method,  there- 
fore, as  compared  with  the  tax  method,  is  likely  in  the  end  not 
only  to  hit  the  poorer  classes  more  severely,  but  also  to  impose  a 
heavier  handicap  upon  the  future  productivity  of  the  country. 

Turn  now  to  the  third  method— what  I  shall  call  roughly  the 
method  of  currency  inflation.  Under  this  method  the  Government, 
or  the  banks  on  behalf  of  the  Governmjpnt,  create  money,  whether 
in  the  form  of  notes  or  in  the  form  of  credit  balances,  which  the 
Government  proceeds  to  spend  in  making  its  purchases.  Let  us 
suppose  that  the  created  money  put  into  circulation  in  this  way 
UDoonts  to,  say,  one-ninth  of  the  previously  existing  circulation. 
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The  effect  is,  roughly  speaking,  to  raise  general  prices  about  one- 
tenth.  Every  pound  in  the  hands  of  a  private  individual  gives 
him  command  over  only  nine-tenths  as  much  stuff  as  it  gave  him 
command  over  before.  The  general  public,  therefore,  though  it 
has  as  much  money  as  before,  has  only  nine-tenths  as  much 
money's  worth.  The  Government  has  scooped  up  for  its  own  use 
by  this  device  of  inflation  one-tenth  of  the  country's  real  income 
of  things  and  services.  It  has  in  effect  levied  a  tax  of  10  per  cent, 
upon  everybody  in  proportion  to  their  expenditure.  The  method 
of  inflation  is,  in  fact,  a  concealed  method  of  taxation.  What  its 
after-effects  will  be  depends  on  what  is  done  about  deflating  the 
currency  later  on ;  but  at  the  moment  the  method  is  equivalent 
to  a  universal  tax  proportional  to  expenditure — a  form  of  tax,  of 
course,  which  hits  the  very  poor  with  a  degree  of  severity  much 
greater  than  any  Government  in  a  democratic  country  would 
either  care  or  dare  to  sanction  in  a  tax  that  was  not  concealed. 

Among  these  three  ways  of  raising  the  resources  they  need  the 
English  Government  have  had  to  make  tlieir  choice.  They  have 
endeavoured  to  avoid,  so  far  as  they  could,  the  method  of  inflation  ; 
they  have  adopted  the  method  of  taxation  to  a  considerable  extent 
— to  a  far  greater  extent  than  any  other  belligerent  country ;  and 
they  have  adopted  the  method  of  borrowing  to  an  immense  extent. 
It  is  open  to  any  of  us  to  form  our  own  judgment  as  to  how  far 
the  parts  assigned  to  taxes  and  loans  in  our  war  finance  has  been 
right.  In  my  opinion,  the  Government  has  committed  a  very 
serious  mistake  in  taxing  so  little  and  borrowing  so  much.  When 
young  men  are  compelled  to  give  their  lives,  I  see  no  reason  why 
old  men  should  not  be  compelled  to  give — and  not  merely  asked 
to  lend — their  money ;  and  I  do  not  believe  that,  had  the  Govern- 
ment dared  to  make  that  claim,  it  would  have  been  widely  resented 
or  opposed.  It  would  have  been  necessary,  of  course,  to  distribute 
the  taxes  fairly;  heads  of  families  with  a  number  of  young 
children  should  not  be  required  to  pay  as  much  as  bachelors  enjoy- 
ing equal  incomes.  But  there  is  nothing  to  prevent  arrangements 
of  that  sort  being  made,  and,  thereafter,  the  level  of  taxation  in 
general  from  being  very  greatly  raised.  I  believe  that  that  ought 
to  be  done,  and  that  it  has  been  and  still  is  a  patriotic  duty  to 
press  the  Government  to  impose  more  and  always  more  taxation. 

But  my  purpose  is  not  to  discuss  that  matter.  Whatever  our 
individual  opinion  as  to  the  method  of  raising  money  which  ought 
to  have  been  adopted,  we  are  confronted  with  the  method  that 
has  been  adopted.  Furthermore,  even  if  the  policy  of  taxation 
were  carried  very  much  further  than  there  is  the  least  prospect 
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that  it  will  be,  the  resources  needed  in  this  war  are  so  enormous 
that  a  large  mass  of  borrowing  would  still  be  necessary.  That 
is  the  source  of  the  present  War  Loan.  Of  one  side  of  this  Loan, 
of  course,  there  is  nothing  that  need  be  said.  It  is  a  funding  loan 
—to  exchange  one  sort  of  claim  which  people  who  have  already 
lent  to  the  Government  hold  against  it  into  another  sort  of  claim — 
to  convert  4^  per  cent.  War  Loan  Stock,  5  per  cent,  and  6  per 
cent.  Exchequer  Bonds  and  Treasury  Bills  into  a  new  consolidated 
War  Loan  Stock.  That  is  not  the  interesting  side  of  the  War 
Loan.  The  interesting  side  of  it  is  that  it  is  a  great  effort  on  the 
part  of  the  State  to  borrow  new  money,  and  through  this  new 
money  to  get  hold  of  a  great  mass  of  real  resources  with  the  object 
of  using  them  for  the  support  of  the  armies  in  the  field.  What  is 
it  in  the  power  of  individual  citizens  to  do  to  make  this  side  of  the 
War  LoBOi  a  success? 

At  first  sight  it  might  seem  that  that  problem  is  very  simple  : 
that  the  one  obvious  thing  for  everyone  to  do  is  to  get  hold  by 
book  or  by  crook  of  all  the  money  that  he  can  and  to  put  it  into  the 
War  Loan,  and  that  there  is  nothing  beyond  this  that  it  is  possible 
to  do.  The  position  is  not  really  so  simple  as  that.  On  the  one 
band,  when  a  person  subscribes  a  given  amount  of  money,  the 
effect  of  his  subscription  does  not  depend  solely  upon  how  large 
this  subscription  is.  On  the  other  hand,  it  is  possible  for  a  person 
who  does  not  subscribe  a  penny  to  the  Loan,  nevertheless,  in  some 
degree  to  help  it  to  fulfil  its  purpose.  If  we  keep  steadily  in  mind 
the  fact  that  this  purpose  is  to  provide  the  Government,  not  with 
money,  but  with  real  things,  these  two  points  will  become  clear. 

The  one  obviously  effective  way  of  getting  money  to  subscribe 
to  the  War  Loan  is  by  economising  and  saving  it.  Money  that  is 
pot  by  refraining  from  spending,  whether  on  consumption  or  on 
building  factories  or  whatever  it  may  be,  constitutes  a  real  and 
full  contribution.  It  in  effect  releases  that  part  of  the  nation's 
productive  power  over  which  we  could  exercise  command,  and 
transfers  to  the  Government  the  means  of  exercising  command 
over  it.  It  is,  indeed,  sometimes  objected  that,  if  a  person  spends 
flOOon  an  extravagance,  this  £100  will  eventually  work  round  to 
flomcbody  who  is  economical  and  will  put  it  into  War  Loan ;  so 
tbt  no  real  damage  is  done.  But  this,  of  course,  is  a  fallacy.  If 
I  spend  £100  in  building  a  boathouse,  the  builder  may  invest  some 
of  that  flOO ;  but  he  could  have  done  so  equally  well  if  my  money 
bad  been  banded  over  to  the  Government  and  it  had  employed  him 
in  building  an  army  hut.     The  net  difference  between  the  two 
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processes  is  that  in  the  first  his  services  are  used  for  my  benefit, 
in  the  second  they  are  used  for  the  benefit  of  the  Government. 

There  is  a  second  way — much  debated  at  the  present  time — of 
getting  money  for  subscriptions,  namely,  borrowing  from  bankers. 
In  order  to  understand  the  effect  of  this  it  is  necessary  to  go  back 
a  little.  The  "plain,  straightforward  account"  of  the  thre6  ways 
of  providing  resources  for  the  Government  that  was  given  a  little 
while  back  is  not,  as  was  there  observed,  a  completely  accurate 
account.  Its  inaccuracy  consisted  in  this  :  it  tacitly  assumed 
that  the  tax  method  must  involve  a  simple  taking  of  conmiand 
over  resources  from  individuals  by  the  State  and  nothing  else,  and 
that  the  borrowing  method  must  involve  a  simple  borrowing  of 
command  over  resources  from  individuals  and  nothing  else.  This 
is  only  correct  upon  the  assumption  that  the  taxpayers  or  the 
lenders  to  Government  act  in  a  particular  way — namely,  if  they 
themselves  refrain  from  spending  to  the  full  amount  of  what  they 
give  or  lend  to  the  Government.  At  first  sight  it  might  seem, 
perhaps,  that  they  must  do  this.  But  this  is  not  so.  It  is  possible 
for  them,  if  they  happen  to  have  securities  which  they  can  deposit, 
to  meet  their  taxes  or  loan  payments  by  borrowing  from  bankers, 
and  so  not  contracting  their  expenditure  to  the  full  extent  of  their 
taxes  or  loan  payments.  Under  present  conditions,  when  currency 
notes  circulate  and  everybody  knows  that  it  is  an  unpatriotic  act 
to  demand  their  encashment  in  gold,  it  is  safe  for  banks,  if  they 
choose,  to  expand  their  liabilities  relatively  to  the  national  gold 
reserve  much  further  than  they  would  venture  to  do  in  normal 
times.  A  person  in  good  circumstances,  therefore,  who  wishes  to 
pay  taxes  or  provide  subscriptions  to  War  Loan  by  this  [Hrocess 
is  not  likely  to  find  it  a  very  difficult  thing  to  do.  But,  if  he  does 
it  beyond  a  certain  point,  the  effect  of  his  tax  payment  or  loan 
subscription — we  will  suppose  that  it  is  a  loan  subscription, 
since  that  is  the  thing  we  are  interested  in — ^is  not  the  perfectly 
simple  affair  that  has  been  so  far  implied.  The  method  that  the 
subscriber  has  chosen  to  adopt  has  inibroduced  an  element  of 
currency  inflation  into  the  transaction  alongside  of  the  element  of 
real  lending.  If  he  had  refrained  from  spending  on  his  own 
account  the  equivalent  of  the  money  that  he  hands  over  to  the 
Government,  the  total  money  spent  by  him  and  the  Grovernment 
together  would  be  unchanged.  Therefore,  so  far  as  he  is  con- 
cerned, prices  would  not  be  forced  up,  and  every  pound  that  the 
Government  and  everybody  else  possesses  would  give  the  same  real 
command  over  things  and  services  that  it  gave  before.  But  if  he 
hands  over  £100  to  the  Government  which  he  gets  by  borrowing  from 
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bankers  and  does  not  himself  spend  any  less  than  he  spent  before, 
the  total  money  spent  by  him  and  the  Government  together  is 
iocreased  by  JBIOO.  Prices,  therefore,  are  forced  up,  the  value  of 
e7«7  pound  is  diminished,  and  the  real  stufif  which  the  Govern- 
ment bays  with  the  £100  borrowed  from  him  is  taken,  not  from 
him,  bat  from  the  general  body  of  the  public  by  what  is,  in  effect, 
a  concealed  tax  proportional  to  their  respective  expenditure.  In 
short,  when  a  person  saves  and  lends  to  the  Government,  he  him- 
self makes  voluntarily  the  economies  whose  fruits  the  Gk)vernment 
receives ;  when  he  borrows  from  a  banker  and  lends  to  the  Govern- 
ment, he  indirectly  compels  other  people,  in  proportion  to  their 
expenditure,  to  make  these  economies.  What  he  really  does  is  to 
turn  himself  into  a  sort  of  tax  collector,  gathering  for  the  Govern- 
ment from  other  people — and  since  the  virtual  tax  is  proportional 
to  expenditure,  in  greater  measure  from  very  poor  people — re- 
sources which  persons  who  admire  his  generosity  gratefully  believe 
thai  be  is  contributing  himself.  Except  in  so  far  as  he  himself 
eccHiomises,  he  is  not  contributing  to  the  State's  need;  he  is 
merely  taking  part  in  a  piece  of  financial  juggling  by  which  other 
people  are  compelled  to  contribute  without  realising  the  fact  that 
they  are  doing  so. 

Bat  a  qualification  is  necessary.    These  last  sentences  may  have 

seemed  to  be  directed  in  a  sweeping  general  way  against  all  resort 

to  borrowing  for  the  purpose  of  making  investments  in  War  Loan. 

Bat  there  was  a  guarding  phrase,  "beyond  a  certain  point."  The 

new  money  subscribed  to  the  War  Loan  will  not,  of  course,  all 

be  spent  the  moment  it  comes  in.     If  the  loan  is  a  real  success 

it  may,  and  it  is  to  be  hoped  it  will,  last  for  a  considerable  number 

of  noonths  beyond  May  30th  next,  when  the  last  instalment  has 

to  be  paid.    If  a  person  only  borrows  from  his  bank  to  such  an 

extent  that  he  will  be  able  to  pay  off  that  borrowing  before  the 

proceeds  of  the  War  Loan  have  been  spent  by  the  Government, 

te  is  not  contributing  to  inflate  the  currency.    He  is  making  real 

savings  and  withdrawing  a  potential  drain  on  the  real  store  of 

the  nation's  productive  power  in  a  way  that  keeps  pace  with  the 

drain  that  the  Government  is  making  on  that  store  by  means  of 

the  money  got  from  him.    To  that  extent,  therefore,  loans  made 

oQt  of  borrowings  are  a  genuine  contribution  and  not  a  financial 

trick.     For  how  long  ahead  a  person  can  anticipate  his  savings  in 

tiu5  way  without  contributing  to  inflation  there  is  no  way  of  cal- 

ealating  with  any  exactness,  because  nobody  can  tell  how  big  the 

Loan  is  going  to  be  or  how  long  the  spending  of  it  is  going  to  take. 

If  a  rough  practical  rule  were  wanted,  perhaps  we  shall  not  go 
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very  far  wrong  if  we  anticipate  and  contribute  to  the  loan  the 
savings  that  we  hope  to  make  during  the  course  of  the  current 
year. 

There  is  yet  a  third  way  of  getting  money  for  War  Loan  sub- 
scriptions, namely,  selling  securities  to  other  Englishmen.    If  a 
man  who  does  this  makes  no  economies  in  his  own  expenditure,  it 
is  obvious  that  whatever  real  stuff  the  Government  gets  out  of  his 
action  it  does  not  get  from  him.    Whether  it  gets  any  real  stuff  at 
all  depends  on  circumstances.    If  I  sell  my  securities  now,  very 
probably  it  does  not.    It  is  possible,  of  course,  that  my  sale  may 
tempt  somebody  who  was  going  to  spend  money  on  some  extrava- 
gant form  of  consumption  to  refrain  from  that  in  order  to  buy 
my  security.     If  that  happens,  I  have  tempted  him  to  make  a  real 
saving,  and  he  has  handed  actual  command  over  stuff  through  me 
to  the  Government.    But  it  is  much  more  likely  that  the  person 
who  buys  my  security  was  looking  out  for  an  investment,  and,  if 
it  had  not  been  there,  would  himself  have  taken  up  a  corresponding 
amount  of  War  Loan  ;  so  that  the  only  effect  of  my  action  is  that 
I  hold  the  War  Loan  and  he  holds  my  security  instead  of  the  other 
way  about.     The  aggregate  contribution  to  War  Loan  is  not 
affected  at  all.     But  what"  will  happen  if,  instead  of  selling  my 
security  now,.  I  wait  till  after  February  16th,  when  the  War 
Loan  closes,  and  then  sell  it  in  time  to  pay  my  instalments?    In 
that  event  it  is  plain  that  my  money  subscription  does  not  merely 
take  the  place  of  an  equal  money  subscription  that  would  other- 
wise have  been  made  by  somebody  else ;  because  the  subscription 
list  was  closed  before  my  sale  took  place.    It  is  also  plain  that,  if 
I  do  not  economise  myself,  any  real  contribution  of  stuff  that 
the  Government  gets  does  not  come  from  me.    From  whom  does 
it  come?    Any  one  of  three  things  may  happen.    First,  the  person 
who  buys  my  security  may  be  tempted  by  the  offer  of  it  to  make 
an  economy  up  to  the  value  of  the  security  in  order  to  buy  it  that 
he  wouldn't  have  made  otherwise.     Then  the  stuff,  as  before, 
comes  from  him.     Secondly,  he  may  borrow  from  his  bank  to 
the  full  value  of  the  security  in  order  to  buy  it.     Then  there  is 
inflation,  and  the  stuff  is  taken  as  a  forced  loan  from  people  in 
general  in  proportion  to  their  expenditure.    Thirdly,  he  may  cover 
part  of  the  cost  of  the  security  by  economies  and  part  by  borrow- 
ing.    Then  there  is  a  mixture  of  the  two  preceding  effects.     I 
partly  tempt  my  buyer  to  make  a  voluntary  economy ;    I  partly 
compel  people  in  general  to  make  a  forced  one.    But  so  long  as  I 
do  not  make  economies  myself,  I  do  not  myself  contribute  any  of 
the  real  stuff  that  the  Government  wants. 
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Only  one  further  point  remains.    It  was  observed  a  little  while 
back  that  it  is  possible  for  a  person  who  does  not  subscribe  a 
penny  to  the  Loan  nevertheless  to  help  it  to  fulfil  its  purpose. 
That  perhaps  needs  explaining.    And  the  way  to  explain  it  is  to 
repeat — and  the  point  cannot  be  repeated  too  often — that  what 
the  Government  is  really  after  is  not  money  but  stuff — real  services 
and  things.    The  community  has  a  certain  power  to  produce  these 
things,  but  that  power  is  strictly  limited.     Consequently,  anybody 
who  purchases  services  or  things  for  his  own  use  so  far  depletes 
the  real  fund  on  which  the  Government  has  to  draw.     Therefore 
any  act  of  individual  economy,  whether  the  person  who  makes  the 
economy  subscribes  to  the  War  Loan  or  not,  renders  this  real 
fund  bigger  than  it  would  otherwise  have  been.    If  we  like  to  put 
it  so,  it  makes  every  pound  that  other  people  subscribe  worth  a 
little  more  than  it  would  have  been  worth  otherwise,  and  so  renders 
a  real,  if  an  unrecognised  service.     Now,  of  course,  it  would  be 
wrong  to  infer  from  this  that,  so  long  as  we  economise— and 
naturally    one    includes   in    that    economising   in   purchases    of 
machines  for  business  as  well  as  in  purchases  of  consumable  goods 
— there  is  no  advantage  in  putting  the  fruit  of  our  economies  into 
the  Loan  over  what  there  is  in  putting  them  into  the  bank. 
To  put  it  into  the  Loan  is  the  obvious,  direct,  and  convenient 
way  of  giving  to  the  Government  the  conmiand  over  those  re- 
sources upon  which  we  have  refrained  from  exercising  our  claim. 
To  do  this  is  an  important  duty.     But,  important  as  it  is,  it  is 
not  the  most  important  duty.     The  most  important  duty  is  to 
economise— to  refrain  from  exerting  a  drain  for  our  own  ends 
on  the  real  resources  of  the  community.     If  those  resources  are 
not  absorbed  by  us,  there  is  more  than  one  form  of  financial 
machinery  by  which   they  can  be  got   into   the  hands  of  tho 
Government.    But,  if  they  are  absorbed  by  us,  no  financial  device 
whatever  can  possibly  secure  them  for  the  State.     The  humarx 
and  mechanical  force  of  the  community  is  limited.     Out  of  thatts 
limited  force  the  utmost  possible  amount  is  needed  for  nationa,! 
ends.     Whatever  we  use  for  ourselves,  the  military  and  nava,! 
forces  of  the  Crown  and  the  rest  of  the  civilian  population  must 
go  without.    That  is  the  ultimate  fact.    It  is  also  the  touchstone  of 
our  private  duty.  A.  C,  Pioou 
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THE  TAXATION  OF  EXCESS  PROFITS  ABROAD. 

The  special  taxation  of  extra  profits  made  during,  or  on  account 
of,  the  war,  after  being  under  free  discussion  in  several  countries 
in  the  first  year  of  hostilities,  began  by  the  end  of  1915  to  assume 
definite  shape  in  legislation,  and  during  1916  has  spread  rapidly 
and  become  a  widely  accomplished  fact.  It  is  not  the  purpose  of 
this  article  to  give  a  detailed  and  connected  account  of  all  the 
systems  in  vogue.  Many  of  them  are  very  complicated,  and  in 
points  of  detail  are  constantly  changing,  while  an  exact  com- 
parison is  not  easy  where  a  great  deal  is  left  to  administrative 
regulations  concerning  which  precise  information  is  often  not 
obtainable.^  But  the  main  lines  in  most  cases  are  now  clear  and 
well  established,  and  the  text  of  the  law  is  usually  available,  so 
that  it  is  possible  to  pass  the  schemes  in  review  in  order  to  see  what 
general  economic  principles  emerge,  and  to  ascertain  the  funda- 
mental conceptions  which  are  behind  this  novel  form  of  taxation. 

Origin  and  Character  of  the  Tax. — It  is  of  interest,  in  the  first 
place,  to  glance  at  some  of  the  circumstances  which  in  particular 
instances  first  turned  public  attention  to  the  matter.  As  early  as 
March,  1915,  it  was  reported  from  Copenhagen  that  a  new  tax 
would  be  levied  in  Denmark,  in  Sweden,  and  probably  in  Norway, 
intended  to  strike  at  the  enormous  profits  made  by  exporters.  It 
was  popularly  known  as  the  German  stew-tax  (Gulasch),  as  the 
profit  to  which  it  referred  had  mainly  been  obtained  by  the  export 
of  provisions  to  Germany.  Attention  was  also  attracted  to  the 
unprecedented  profits  of  shippers  at  a  time  when  in  this  country 
there  was  only  an  inconspicuous  recovery  from  the  earlier  depres- 
sion in  the  shipping  industry.  In  the  same  month  active  attention 
was  being  paid  by  the  German  Reichstag  to  special  taxation  of 
manufacturers  of  war  materials,  and  leather  firms  in  particular 
were  in  the  public  eye.    In  May,  the  free  city  of  Bremen  had  taken 

'  The  sources  of  information  will  not  generally  be  quoted  here,  but  the 
actual  text  of  the  law  is  in  some  instances  available  in  Le  BtilUHn  dt  StaHstique, 
and  useful  summaries  may  be  found  in  the  Board  of  Trade  Journal,  Economist, 
Statist,  &o.,  from  time  to  time. 
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the  lead,  and,  as  a  scheme  was  also  under  consideration  in  Hesse, 
controversy  took  place  in  the  Press  as  to  whether  it  was  not  really 
proper  for  the  Empire  rather  than  the  States  to  take  the  matter 
in  hand.     The  Saxon  Diet  discussed  the  question  in  July,  but 
postponed  action  on  this  ground.     When  the  Imperial  tax  was 
introduced,  Dr.  Helfferich  stated  that  federal  questions  greatly 
complicated  the  issue,   but    had   to  be  fully  considered   in  the 
scheme.     It  was  in  May  and  June,  1915,  that  the  matter  came 
to  a  head  in  our  own  country,  when  an  announcement  by  the 
Government  was  made  that  a  special  tax  on  war  profits  would  be 
introduced,  and  when,  as  a  part  of  tjhe  scheme  for  the  control 
of  munition  firms,  a  limitation  of  profits,  if  not  precisely  a  "tax," 
was  arranged. 

Everywhere  in  its  earliest  stages  the  tax  was  suggested  as  a 
tax  on  extra  profits  made  in  consequence  of  the  war.    The  Bremen 
scheme  provided  that  the  excess  profit  was  to  be  regarded  as  "war 
profit,"  unless  proof  was  given  to  the  contrary.     In  Denmark  it 
was  enacted  that  if  the  profits  were  not  due  to  the  war  the  tax 
was  not  payable,  and  in  Sweden  the  tax  was  on  incomes  from 
industry  accruing  as  a  result  of  "  the  conditions  brought  about  by 
the  war"  (Kriegskonjunkturskatt) ,  with  special  rights  of  appeal 
when  the  taxpayer  thought  the  excess  was  not  due  to  the  situation 
created  by  the  war.      The  general  conception,   however,   soon 
widened.     The  Dresden  Chamber  of  Commerce  was  of  opinion 
that  it  would  be  difficult,  if  not  impossible,  to  carry  out  a  proposal 
for  a  tax  so  limited  in  scope.    In  the  memorandum  to  the  Bill  for 
the  German  tax  (Kriegsgewinnsteuer)  it  is  stated  that  the  demand 
for  special  taxation  of  "war  profits"  became  general  soon  after 
the  outbreak  of  war,  but  such  a  tax  in  the  strict  meaning  of  the 
words  fell  to  the  ground  owing  to  the  impossibility  of  stating 
exactly  what  "war  profits  "  were,  for  increased  profits  were  secured 
not  only  by  contractors,  but  also  by  many  who  had  been  able  to 
take  advantage  of  the  special  conditions  brought  about  by  war. 
It  was  not  thought  possible  to  examine  every  case  to  find  how 
far  excess  profits  might  have  been  equally  secured  in  conditions 
of  peace.    The  memorandum  went  on  to  declare  that  on  grounds 
of  justice  as  well  as  financial  productivity  it  was  necessary  to  have 
a  comprehensive  tax.     Dr.  Helfferich  declared  that  to  regard  it 
as  a  kind  of  penal  tax  on  excessive  profits  from  war  contracts 
would  be  to  start  off  in  a  wrong  direction;   the  tax  was  not  a 
punishment  to  be  regarded  as  a  rod  of  correction  (Ztwhtrute).    But 
this  principle  went  much  further  than  a  mere  extension  from  war 
profits  to  excess  profits,  and  led  him  to  the  scheme  for  taxing  all 
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increment  in  capital  wealth  also.  The  Spanish  Minister,  in  intro- 
ducing his  scheme,  suggested  that  where  concerns  were  making 
abnormal  profits  at  the  cost  and  injury  of  others,  it  was  merely 
distributive  justice  that  they  should  be  burdened,  but  his  proposals 
were  not  actually  so  limited  in  terms.  The  early  proposals  in 
France  were  confined  to  "war  profits,"  but  developed  on  the  usual 
lines  immediately  the  scheme  reached  the  legislative  stage.  In 
general  it  may  be  said  in  the  case  of  countries  which  have  adopted 
the  tax  more  recently  that,  although  obvious  cases  of  "profiteer- 
ing "  have  had  some  influence,  the  Governments,  pressed  to  find 
revenue  and  seeing  this  method  in  force  elsewhere,  have  adopted 
the  tax  by  imitation  for  fiscal  reasons  only,  and  have  given  it  the 
widest  scope.  Two  of  the  most  recent  instances,  however,  belong 
to  the  earliest  type.  The  tax  in  Holland  is  upon  increases  obtained 
directly  or  indirectly  in  consequence  of  war  conditions  so  far  as 
the  contrary  cannot  be  made  clear,  and  there  seems  to  be  a  general 
idea  that  "natural  increases"  will  be  outside  its  scope.  In  the 
United  States  a  "munition  manufacturers*  tax "  has  been  im- 
posed at  a  rate  of  12}  per  cent,  on  net  profits,  so  that,  except  for 
the  accident  that  such  profits  before  the  war  were  negligible,  it 
is  strictly  rather  a  specialised  income  tax  than  an  excess  profits 
tax.  It  may  be  said,  therefore,  that  taxation  limited  to  "war 
profits  "  is  the  exception  rather  than  the  rule. 

Period  of  Imposition. — The  order  in  which  the  question  first 
came  under  active  consideration  in  the  respective  countries  corre- 
sponds but  roughly  with  the  order  in  which  their  schemes  passed 
into  law  :  Denmark  and  Sweden  in  May,  Italy  in  November, 
Germany  (preparatory  law)  in  December,  of  1915;  Austria  in 
April,  Eussia  and  Canada  in  May,  Holland,  France  and  Spain  in 
June  and  July,  New  Zealand  in  August,  Switzerland  and  the 
United  States  in  September,  of  1916.  The  Australian  proposals 
are  still  under  discussion  at  the  date  of  writing. 

Again,  the  date  of  imposition  has  no  bearing  upon  the  date 
from  which  the  tax  applies.  In  Italy,  France,  and  Holland  it 
goes  back  to  August  1st,  1914,  in  Austria  to  September  Ist,  1914. 
In  Spain,  Sweden,  Denmark,  Australia,  Canada,  and  Switzerland 
it  is  levied  upon  profits  arising  after  various  dates  in  1915  ;  while 
in  Bussia  and  the  United  States  1916  is  the  first  year.  Appear- 
ances in  this  matter  are  a  little  deceptive.  For  example,  in  New 
Zealand  the  first  year  of  assessment  is  that  beginning  April  1st, 
1916,  but  this  is  on  the  "assessable  income  "  of  the  year  beginning 
April  1st,  1915,  and  such  assessable  income  for  a  business  is  the 
profit  on  the  year  completed  at  March  31st.  or  prior  thereto, 
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which  in  many  cases  may  be  a  business  year  containing  pre-war 
months.  In  Germany  the  first  chargeable  year  is  that  which 
includes  the  month  of  August,  1914 — practically  the  same  as  the 
British  law— while  in  Canada  every  "accounting  period"  ending 
after  December  31st,  1914,  is  liable.  In  Holland  the  charge  just 
imposed  may  run  from  January  1st,  1914,  but  any  increase  proved 
to  have  been  earned  before  August  Ist,  1914,  is  to  be  exempt.  The 
French  exposi  assumes  that  the  profits  of  the  five  months,  August 
to  December,  1914,  can  be  separately  stated,  with  a  deduction  of 
five-twelfth3  of  the  standard— but  the  law  is  far  from  clear.  The 
dates  fixed  for  the  termination  of  the  tax  are  also  very  varied. 

Pre-War  or  "NormaV  Standards.— The  "standard"  above 
which  the  excess  is  measured  is,  in  some  cases,  the  average  of 
the  two  years  ending  before  the  war,  or  in  others,  where  liability 
does  not  begin  in  1914,  the  years  1913  and  1914.  France,  Hol- 
land, and  Denmark  take  the  average  of  three  years.  New  Zealand 
gives  an  option  of  the  three  years'  average,  two  years  out  of  three, 
or  cme  year  out  of  three,  and  it  is  not  easy  to  see  in  what  circum- 
stances the  taxpayer  will  not  elect  to  adopt  the  last  of  these  alterna- 
tives. The  German  standard  is  very  ingenious  :  from  the  five  pre- 
war years  the  best  and  the  worst  years  are  eliminated,  and  the 
profits  of  the  remaining  three  are  averaged.  In  Austria  the 
same  course  was  followed  for  companies.  Canada  has  no  pre- 
war standard  of  profits,  but  adopts  a  standard  of  percentage  on 
capita]  throughout.  Nearly  all  the  systems  provide  as  an  optional 
alternative,  for  businesses  which  had  low  profits  during  the 
"standard  "  years,  a  standard  arrived  at  by  taking  a  percentage 
apon  capital,  and  a  similar  standard  is  given  for  new  businesses. 
Rve  per  cent,  is  the  rate  given  in  Denmark,  Switzerland,  Hol- 
land, and  at  first  in  Germany,  where  it  is  now  6  per  cent.,  as  in 
Prance  and  Austria;  and  it  is  7  per  cent,  in  Spain,  7 J  per  cent, 
in  Xew  Zealand  (together  with  a  sum  not  exceeding  £600  as 
remuneration  to  the  proprietor  for  personal  exertion),  8  per  cent, 
in  Boasia  and  Italy.  In  Australia  the  rate  at  first  proposed  was 
5  per  cent,  for  companies  and  6  for  individuals,  but  in  the  original 
Bill  these  were  raised  to  6  and  7  respectively,  while  it  is  now 
understood  that  the  rates  will  be  7  and  8  per  cent,  for  1916.  In 
Canada,  where  past  profits  are  ignored,  7  per  cent,  is  given  to 
companies  and  10  per  cent,  to  individuals.  The  only  systems  in 
which  there  is  any  provision  for  an  allowance  in  respect  of 
increased  capital  employed  during  the  year  under  charge,  other 
tSan  the  German  law,  are  those  obviously  based  upon  the  British 
i&odel. 
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Space  forbids  any  detailed  description  of  the  various  concep- 
tions of  the  "capital  "  employed  in  a  business,  but  upon  the  whole 
it  may  be  said  that  they  approximate  to  the  actual  sums  originally 
invested  therein  by  the  proprietors,  and  are  not  related  to  the 
market  value  of  the  concern  in  the  pre-war  years.  There  is 
usually  provision  for  adopting  bond  fide  balance-sheet  values  or  a 
value  recognised  in  connection  with  other  fiscal  legislation  in  the 
country  concerned;  for  example,  in  Italy  the  capital  must  be 
shown  by  documents,  business  books  properly  kept  and  other  clear 
evidence  dated  prior  to  the  taxing  decree,  and  the  capital  must 
be  effectively  employed  in  producing  profit ;  while  in  France  the 
"capitaux  r^ellement  engages"  must  be  "tels  qu'ils  r^sultent 
d'actes  de  livres  de  commerce  r^guli&rement  tenus  ou  d'autres 
preuves  certaines." 

In  Canada,  where  capital,  as  the  only  basis,  is  of  especial  im- 
portance, the  amount  paid  up  on  the  capital  stock  is  admitted  for 
companies,  and  a  valuation  of  assets  is  taken  for  private  firms, 
while  unimpaired  reserve,  rest,  or  accumulated  profit  is  added. 
In  view  of  the  fact  that  there  is  no  comparison  of  profits  with 
profits  (where  each  figure  may  contain  a  like  wasting  asset 
element),  and  also  that  there  is  no  provision  whereby  businesses 
which  work  wasting  assets  may  get  higher  basic  rates  than  ordinary 
businesses,  it  is  not  surprising  that  the  Canadian  scheme  allows  a 
deduction  from  profits  in  respect  of  the  exhausted  life  of  the  asset 
in  order  to  get  a  correct  "excess."  In  New  Zealand  there  is  an 
allowance  for  wasting  assets  up  to  2}  per  cent,  at  discretion.  The 
New  Zealand  law,  in  language  borrowed  from  the  British  Act, 
gives  the  authorities  power  to  compute  a  standard  when  the 
"amount  of  capital  actually  employed  by  the  taxpayer  in  his 
business  is,  owing  to  the  nature  of  that  business,  small  compared 
with  the  capital  necessarily  at  stake  for  that  business."  ^ 

The  Scope  of  the  Tax. — The  various  economic  and  political 
conditions  obtaining  in  the  several  countries  have  naturally  led 
to  marked  differences  in  the  extent  to  which  all  branches  of 
industry  and  profit-earning  have  been  brought  within  the  tax. 
Agriculture  is  excluded  in  Canada,  Italy,  and  Australia;  live- 
stock raising  in  Canada  and  fruit-growing  in  Australia  are  exempt ; 
while  mining  in  the  latter  country  is  also  to  be  excluded  because  it 
is  to  be  subjected  to  a  special  form  of  taxation.  In  Canada  life 
insurance  companies  and  companies  where  90  per  cent,  of  the 

^  Compare  Finance  (No.  2)  Act  1915,  Section  42  (1)»  where  the  words,  as 
may  be  gathered  from  Hansard,  were  intended  to  i^ply  to  miderwriting  as  a 
class  of  business. 
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stock  is  owned  by  provincial  or  municipal  authorities  are  outside 
the  doty.  The  attitude  towards  taxation  of  "municipal  profits" 
differs  greatly.  The  Canadian  tax  is  limited  to  businesses  with  a 
capital  of  over  ^610,000,  except  where  20  per  cent,  of  the  business 
coDsists  in  the  manufacture  of  munitions.  In  Australia  and  New 
Zealand  salaries  and  wages  are  exempted,  while  in  Bussia  there 
are  special  provisions  for  taxing  increases  in  salaries  (exceeding 
500  roubles)  where  they  are  not  due  to  a  change  of  office. 

Of  equal  or  even  greater  importance  from  the  point  of  view 
of  pure  theory  is  the  scope  of  the  tax  in  relation  either  to  the 
profits  of  businesses  as  a  whole,  or  to  the  total  incomes  of  indi- 
viduals. These  are  two  quite  distinct  and  not  necessarily  related 
things,  for  many  a  man  with  a  reduced  total  income  draws  part 
of  bis  income  from  shares  in  a  business  which  shows  excess  profits. 
In  Sweden  the  tax  is  upon  increased  income,  as  assessed  to  income 
tax,  from  labour  only,  and  great  stress  is  laid  upon  the  allowance 
of  losses  only  to  the  extent  that  they  are  equally  due  to  war 
conditbns  and  upon  deductions  being  only  such  as  are  applicable 
to  the  class  of  income  in  question.  The  incomes  of  husband  and 
wife  are  taken  together  for  this  purpose,  but  the  resultant  duty 
is  divided  pro  rata.  In  Denmark  total  incomes  are  considered,  and 
the  New  Zealand  tax  deals  with  total  income,  practically  excluding 
dividends  and  all  salaries  up  to  iGGOO. 

There  is  in  all  cases  a  minimum  amount  of  profit  which  is 
exempted— e.gf.,  iG200  in  Australia,  £300  in  New  Zealand,  £450  in 
Denmark,  £58  in  Sweden,  £100  in  Italy,  £100  in  Holland,  £211  of 
total  profits  or  £53  of  excess  profits  in  Kussia,  £400  (generally) 
in  Switzerland. 

The  Economic  Principle  of  the  Tax. — The  manner  in  which 
the  "excess"  is  determined,  though  important,  does  not  bring 
OS  up  against  the  fundamental  conceptions  of  principle  in  this 
branch  of  taxation  to  the  same  extent  as  a  consideration  of  the 
way  in  which  the  tax  is  applied  to  the  excess.  It  is  possible  to 
regard  the  excess  as  a  taxable  unit,  totally  unrelated  to  any  other 
factors,  and  in  that  case  it  may  be  subjected  to  a  flat  rate,  pro- 
ducing a  tax  proportional  to  the  amount  of  the  excess,  or  it  may 
be  graded  in  absolute  steps,  giving  a  progressive  scheme.  But 
the  excess  may  also  be  viewed  in  its  relation  to  other  factors ;  it 
may  be  compared  with  the  amount  of  the  standard  profit,  and 
made  to  bear  a  tax  which  is  heavier  according  to  the  greater 
relative  amount  of  the  excess ;  or  it  may  be  looked  at  in  relation  to 
the  capital  of  the  business,  either  by  the  percentage  which  the  total 
war-period  profit  bears  to  that  capital,  or  by  the  percentage  which 
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the  excess  itself  bears  thereto,  and  a  progressive  scale  applied.  In 
actual  fact  all  these  variants  appear,  but  they  are  not  all  consistent 
in  principle.  In  nearly  all  cases  the  profits  of  a  business  are  tax- 
able as  a  unit,  and  without  regard  to  the  circumstances  of  the 
individuals  who  are  interested  in  that  business  either  as  share- 
holders or  partners.  It  may  be  that  tax-paying  capacity  is 
avowedly  in  principle  attached  to  the  business  as  such  without 
going  behind  it  to  its  proprietors ;  or,  on  the  other  hand,  it  may  be 
that,  without  any  nice  regard  for  principle,  the  convenience  of 
the  method  as  a  taxing  and  collecting  device  is  the  chief  considera- 
tion. Dr.  Helfferich,  in  his  speech  of  introduction,  said  it  was 
most  important  to  get  the  profits  of  corporations  at  the  source, 
and  not  to  wait,  before  attempting  to  reach  them,  until  they  had 
been  divided  into  their  components  in  the  hands  of  individual 
shareholders,  for  that  attempt  would  often  be  unsuccessful.  He 
said  that  if  the  profits  were  divided  they  would  be  lost  to  taxation, 
and  this  was  not  merely  the  plea  of  convenience  in  administration, 
but  also  his  only  defence  of  the  double  taxation  existing  under  the 
German  scheme. 

A  glance  at  the  different  ideas  current  on  the  taxation  of  com- 
panies for  ordinary  income  tax  may  give  us  a  clue  to  the  differences 
in  principles  applied  to  "excess  profits."  In  the  instances  with 
which  we  are  most  familiar  the  taxation  of  companies  is  not 
graduated,  but  adopted  as  a  convenient  vehicle — progressive  taxa- 
tion according  to  ability  to  pay  rests  only  upon  individuals  and 
by  reference  to  their  respective  total  resources.  Thus  on  the 
British  model  the  company  pays  at  a  normal  rate,  which  reaches 
the  individual  by  deduction,  and  his  total  tax  is  adjusted  to  his 
taxable  capacity  by  sundry  abatements  and  reductions  or  by  a 
super-tax,  as  the  case  may  be,  reckoned  upon  his  total  income. 
The  principle  of  progression  is,  of  course,  based  entirely  upon 
individual  sacrifice,  subjective  and  psychological,  which  finds  no 
precise  counterpart  in  a  corporate  entity.  But  other  schemes  apply 
a  graduated  income  tax  to  dividend-paying  companies  regardless 
of  the  circumstances  of  the  shareholders,  so  that  a  profit  of  i910,000 
going  wholly  to  a  number  of  persons  whose  total  incomes  are  all 
below  £500  may  pay  a  higher  rate  of  tax  than  £5,000  going  wholly 
to  a  millionaire,  and,  further,  so  that  a  profit  of  £10,000,  being 
2  per  cent,  upon  the  total  capital,  may  pay  a  higher  rate  than  a 
profit  of  £5,000,  which  is  a  20  per  cent,  return.  Some  systems, 
however,  graduate  the  tax  according  to  the  percentage  which  the 
profit  bears  to  capital.  The  individual  recipient  may  be  (a)  com- 
pelled to  return  the  dividends  again  for  taxation,  or  (b)  entitled 
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to  freedom  from  furth^  taxation  thereon  but  liable  to  a  rate  of 
tax  on  other  income  settled  according  to  his  total  income,  or 
(e)  oititled  to  freedom  from  farther  taxation  and  liable  to  a  rate 
of  tax  on  other  income  settled  without  regard  to  the  dividends.^ 

Such  progressive  taxation  of  businesses  as  a  whole  finds  no 
JQstification  on  grounds  of  marginal  psychological  sacrifice.  But 
one  or  two  writers  have  based  progression  not  so  much  upon  the 
taxpay^'s  subjective  powers  as  upon  his  objective  capacity,  with 
the  idea  of  his  command  over  economic  resources  in  general  on  the 
prodnctive  side. 

A  theoretic  basis  for  the  proportional  taxation  of  the  excess 
profit  (unrelated  to  any  standards) — i.e.,  at  a  flat  rate — may 
perhaps  be  found  in  the  benefit  principle,  if  it  is  postulated  that 
the  State  and  the  commimity  during  war-time  supply  elements 
through  which  excess  profits  arise,  and  that  such  external  assist- 
ance is  unrelated  to  previous  circumstances  or  to  the  absolute 
aize  of  the  business.  Under  this  conception  the  "tax"  element 
is  in  the  background,  and  the  position  emerges  that  the  payment 
is  a  business  expense,  a  royalty,  a  condition  precedent  to  the 
making  of  profit.  It  is  a  payment  out  of  gross  profits  before  they 
can  become  income  at  all.  If  excess  arises  through  increased 
ontput  at  original  prices,  the  communal  necessities  have  provided 
the  conditions  under  which  that  supply  is  taken  up,  and  a  charge 
is  made  for  supplying  those  conditions;  if  the  excess  arises 
through  higher  prices  on  normal  output,  the  State  makes  a  similar 
charge.  Apart  from  the  rare  cases  where  excess  is  due  entirely  to 
reduced  expenses,  these  two  classes,  or  a  combination  of  them, 
cover  the  field,  and  a  proportional  charge  is,  at  any  rate,  com- 
prehensible on  this  principle.  The  basis  for  a  progressive  charge 
on  the  simple  excess  is  not  so  clear  without  recourse  to  some 
element  of  faculty.  As  soon  as  it  is  decided  to  relate  the  excess 
to  a  basis  of  capital  or  pre-war  profit  before  applying  a  progres- 
sive tax,  the  popular  idea  as  to  special  war-time  "ability  to  pay  " 
seems  to  have  a  chance  to  operate ;  but,  of  course,  it  is  as  far  off 
88  ever  from  a  working  principle,  because  the  popular  idea  is 
always  associated  with  the  principle  of  sacri^ce  and  with  what 
the  fortunate  individual  can  afford  to  pay.  But  apart  from  the 
fact  that  every  individual  shareholder  in  an  excess -making  com- 
pany may  for  other  reasons  have  a  reduced  total  income,  which 

^  For  examples  of  these  various  schemes  in  practice,  see  Blue  Book  on 
Qmduated  Income  Taxes  in  Foreign  States,  Gd.  7100 ;  also  **  The  Income  Taxes 
of  the  Self -Governing  Dominions'*  (in  the  Journal  of  Comparative  Legislation. 
JaDoaiy,  1016),  by  S.  E.  Minnis,  and  an  article  by  the  present  writer,  Eoonomio 
Jownal,  Biarch,  1913. 

No.  106. — YOU  xxvn.  D 
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is  a  consideration  affecting  all  attempts  to  get  down  to  the  indi- 
vidual in  this  class  of  taxation,  we  have  this  peculiar  difficulty 
attaching  to  any  relation  between  profits  and  capital :  a  company 
with  30  per  cent,  normal  profit  having  6  per  cent,  extra  is  made 
to  pay  at  a  higher  rate  than  a  company  which  had  6  per  cent,  and 
rises  to  12  per  cent.,  whereas  it  may  well  be  that  all  the  present 
holders  of  the  former  company  bought  on  a  6  per  cent,  basis,  and 
reaUse  now,  as  individuals,  6  per  cent,  only  on  their  outlay.  Their 
outlay  is,  of  course,  not  in  the  business.  If,  however,  the  pro- 
gressive income  tax  is  left  to  look  after  individual  faculty  and  the 
tax  on  excess  profits  is  not  regarded  as  a  tax  on  incomes  at  all, 
another  basis  may  be  found  for  a  progressive  tax  according  to 
yield  upon  capital.  Each  business  may  be  looked  upon  as  a  col- 
lective entity  of  "hard  assets,"  with  a  capital  cost  value,  to  which 
there  is  attached,  with  its  ordinary  human  association,  a  normal 
accretion  of  products — viz.,  average  interest;  then  any  concern 
which  by  fortunate  Konjunctur  has  a  much  larger  normal  accretion 
than  others  (i.e.,  a  real  goodwill)  has  a  greater  capacity  to  bear 
tax  thereon  without  impairment  of  its  present  or  progressive  pro- 
ductive power.  Thus  by  vesting  an  impersonal  faculty  in  each 
self-contained  aggregation  of  assets  this  form  of  taxation  may  be 
reached.  But  when  the  second  kind  of  relationship,  that  which 
compares  the  excess  with  the  pre-war  profit,  prevails,  and  the 
tax  is  progressive  accordingly,  we  seem  to  get  near  to  the  prin- 
ciple that  "to  him  that  hath  shall  be  given,  and  from  him  that 
hath  not  shall  be  taken  away  even  that  which  he  hath."  The 
potentiality  of  each  group  of  assets  is  stereotyped  at  its  pre-war 
results,  which  are  assumed  to  be  what  were  right  and  proper  in 
its  particular  circumstances.  There  is,  however,  little  to  show 
how  far  such  basic  considerations  have  really  been  responsible  in 
the  general  systems  actually  in  force.  These  systems  may  now 
be  classified  upon  the  lines  indicated  : — 

(1)  Total  Profit  related  to  Capital— Progressive  Taxation  of  the 
Excess. — In  the  complicated  Eussian  scheme  other  taxes  are  first 
paid  and  deducted  before  the  excess  is  ascertained,  and  it  is  then 
taxable  at  20  per  cent.,  but  if  the  profit  is  over  9  per  cent,  on 
capital  the  tax  is  21  per  cent,  on  the  excess,  if  over  10  per  cent, 
the  tax  is  22  per  cent.,  while  a  20  per  cent,  profit  carries  a  40  per 
cent,  rate  upon  the  excess.  Upon  the  profits  tax,  income  tax,  and 
this  tax,  taken  together,  there  is  a  limit  of  50  per  cent. 

In  Denmark,  where  the  profits  of  companies  are  less  than 
8  per  cent,  of  the  share  capital,  8  per  cent,  of  the  excess  is  taken  ; 
if  between  8  and  10  per  cent.,  then  10  per  cent,  of  the  excess  is 
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taken,  and  so  on  progressively  till  20  per  cent,  is  taken  where  the 
profits  exceed  20  per  cent,  on  capital.  In  other  cases,  the  Danish 
system  is  different. 

In  Italy  progression  is  secured  by  a  different  method.  The 
increased  rate  applies  only  to  the  corresponding  portion  of  the 
increased  profit,  in  a  manner  similar  to  the  British  super-tax  : — 

12  per  cent,  od  the  part  of  the  profits  between    8  and  10  per  cent,  on  capital. 
18  „  „  „  „  10  and  16 

U  „  „  „  „  16  and  20 

36  „  „  „  „  20  and  30 

As  from  January,  1916,  the  rates  run  from  20  per  cent,  to 
60  per  cent,  over  these  grades. 
Similarly  in  Spain  : — 

25  per  cent,  on  that  portion  of  the  profits  exceeding  the  normal,  and  not 
exceeding  20  per  cent,  on  capital. 

30  per  cent,  on  that  portion  of  the  profits  exceeding  20  per  cent,  and  not 
more  than  35  per  cent,  on  capital. 

35  per  cent,  on  that  portion  of  the  profits  exceeding  36  per  cent,  and  not 
more  than  50  per  cent,  on  capital. 

40  per  cent,  on  that  portion  of  the  profits  exceeding  60  per  cent,  on  capital. 

(2)  Excess  Profits  related  to  Capital. — The  German  scheme  is 
explained  below.  In  Austria,  companies  are  charged  10  per  cent, 
upon  any  part  of  the  excess  which  is  not  more  than  5  per  cent, 
upon  capital,  15  per  cent,  upon  the  excess  between  5  per  cent, 
and  10  per  cent.,  and  so  on  up  to  35  per  cent,  on  all  excess  over 
30  per  cent,  on  capital. 

(3)  Excess  Profits  related  to  Standard  Profits, — In  Italy  agents 
and  others  with  little  capital  were  taxed  5  per  cent,  on  any  excess 
over  the  normal  exceeding  one-tenth  and  not  exceeding  five- 
tenths  ;  10  per  cent,  on  any  excess  exceeding  five-tenths  and  not 
exceeding  ten-tenths ;  and  so  on  up  to  30  per  cent,  on  excess  over 
thirty- tenths.    These  rates  have  recently  been  doubled. 

(4)  Excess  Profits  unrelated  to  other  Standards — Progressive 
Taxation, — In  Sweden  the  excess  is  graded  in  steps.  For  d656 
to  £272  the  rate  is  12  per  cent. ;  from  £278  to  £550  it  is  12i  per 
cent.,  and  so  on  until  it  reaches  a  rate  of  18  per  cent,  on  an  excess 
greater  than  £17,778. 

In  Denmark,  if  the  excess  is  less  than  8,000  kroner,  there  is 
an  abatement  of  7,000  kroner;  between  8,000  and  15,000  kroner 
the  abatement  is  6,000  kroner,  and  so  on  up  to  75,000  kroner, 
where  the  abatement  is  2,000  kroner,  and  where  the  excess  exceeds 
100,000  kroner  the  10  per  cent,  rate  of  tax  applies  in  full. 

In  Austria  individuals  are  taxed  5  per  cent,  on  the  first  £416 
of  excess,  increasing  by  5  per  cent,  on  each  £932  up  to  30  per 
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cent.,  when  the  progression  is  less  steep  up  to  the  highest  rate  of 
45  per  cent. 

In  France  the  rate  is  now  60  per  cent,  instead  of  50  per  cent, 
for  that  part  of  the  excess  which  is  above  £20,000. 

(5)  Excess  Profit  unrelated  to  other  Standards — Proportional 
Taxation. — In  Denmark  new  companies  are  taxed  at  a  flat  rate  of 
10  per  cent,  on  all  profit  over  5  per  cent,  on  the  capital.  The  rate 
in  the  United  States  is  12^  per  cent.,  in  Canada  and  Switzerland 
25  per  cent.,  in  Holland  30  per  cent.,  in  New  Zealand  45  per  cent., 
while  in  Australia  it  is  to  be  50  per  cent,  for  the  first  period  and 
75  per  cent,  afterwards. 

It  is  interesting  to  note  that  the  French  proposal  as  at  first 
introduced  came  under  (4).  The  excess  below  £400  was  to  bear 
5  per  cent.,  the  portion  between  £400  to  £2,000  10  per  cent.,  and 
so  on  up  to  any  portion  of  excess  above  £20,000,  for  which  the  pro- 
posed rate  was  30  per  cent.  But  when  the  scheme  emerged  from 
the  Budget  Comuiission  it  came  under  (3)  also,  for  if  the  excess 
was  less  than  one-fifth  of  the  standard  it  was  to  bear  5  per  cent., 
and  upon  the  next  part  equal  to  another  fifth  of  the  standard 
10  per  cent.,  and  similarly  up  to  the  part  exceeding  four-fifths  of 
the  standard  which  was  to  be  taxed  at  25  per  cent.  But  the  final 
result  in  the  Act  was  a  flat  rate  of  50  per  cent.,  which  has  since 
been  slightly  modified. 

On  the  other  hand,  in  Germany  the  first  law  imposed  a  flat 
rate  of  50  per  cent.,  but  this  was  merely  a  preliminary  measure, 
and  really  had  reference  to  the  sum  to  be  kept  intact  and  undis- 
tributed while  the  tax  itself  was  elaborated.  The  actual  progres- 
sion adopted  combines  (1)  and  (2)  in  a  rather  complex  fashion. 
For  example,  where  the  excess  profit  is  under  2  per  cent,  on 
capital  the  base  rate  is  10  per  cent.,  which  applies  where  the 
average  total  profit  on  capital  does  not  exceed  10  per  cent.  If 
the  total  profit  is  between  10  per  cent,  and  15  per  cent,  the  rate 
is  1*1  times  the  base,  and  so  on  up  to  the  point  where  the  total 
profit  is  over  30  per  cent,  on  capital,  and  the  rate  actually  applied 
then  becomes  1'5  times  the  base  rate.  The  base  rate  itself  rises 
to  30  per  cent,  when  the  excess  is  over  20  per  cent,  on  capital,  so 
that  the  highest  rate  in  practice  is  45  per  cent,  (or  one  and  a  half 
times  the  base  rate  of  30  per  cent.),  which  is  less  than  the  sum 
reserved  under  the  first  Act.  The  provisions  of  the  German  law 
are  very  elaborate,  because  the  excess  profits  tax  forms  only  a 
part  of  the  whole  scheme  of  taxing  all  capital  increment;  and 
there  is  a  very  considerable  element  of  double  taxation,  which 
may  bring  the  burden  to  over  70  per  cent,  if  not  relieved  under 
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special  provisions.  The  Italian  law  limits  dividends  to  10  per 
cent.,  and  provides  for  special  reserves  compulsorily  invested  in 
business  stock  and  plant  and  in  public  funds. 

It  is  not  altogether  surprising  to  find,  having  regard  to  the 
great  administrative  difficulties  involved,  that  no  attempt  has 
been  made  to  measure  excess,  in  its  commercial  sense,  by  direct 
reference  to  prices,  and  to  exempt  all  normal  profit  on  increased 
output  while  imposing  a  tax  upon  profit  arising  through  prices, 
whatever  the  output,  being  in  excess  of  those  ruling  before  the 
war.  J.  C.  Stamp 

Janmnfy  1917. 
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SMALL   HOLDINGS    AND    COEN    PEICES. 

In  the  discussion  of  agricultural  policy  arising  out  of  current 
events  two  points — the  desirability  of  more  small  holdings  and 
the  necessity  for  some  form  of  protection  or  financial  subsidy 
to  encourage  agricultural  production  by  inducing  occupiers  of 
land  to  put  a  larger  area  under  the  plough — ^have  become 
prominent.  The  question  of  a  minimum  guaranteed  price  for 
wheat  has  been  before  the  country  since  September,  1914,  when 
the  Government  was  asked  if  it  would  consider  the  provision  of 
some  financial  inducement  to  farmers  to  increase  the  area  under 
cereals,  but  it  was  brought  into  prominence  by  the  Interim 
Eeport  of  the  Milner  Committee  on  Home  Grown  Supplies  of 
Food  last  year.  The  desirability  of  more  small  holdings  was 
ably  expressed  in  the  first  part  of  the  Eeport  of  the  Committee 
on  Settlement,  etc.,  of  Soldiers  on  the  Land.  One  of  the  most 
brilliant  of  British  agriculturists,  Mr.  A.  D.  Hall,  has  recently 
advocated  the  extension  of  small  holdings,  together  with  the 
organisation  of  "industrialised  farms"  and  the  provision  of  a 
subsidy  for  wheat  growing  or  some  form  of  bounty  system.^ 
Still  more  recently  an  oflScial  document,*  comparing  the  results 
of  State  agricultural  policy  in  Germany  and  our  own  system  of 
allowing  the  directors  of  the  agricultural  industry  to  form  and 
follow  their  own  policy,  again  advocates  the  increase  of  small 
holdings  and  the  provision  of  some  form  of  protection.  "Until 
measures  can  be  devised  for  greatly  increasing  the  area  under 
holdings  of  less  than  100  acres  in  this  country  we  are  not  likely 
to  breed  and  maintain  in  the  country  a  sufiScient  number  of 
that  class  of  worker  which  will  be  required  if  we  are  to  extend 
our  arable  land."*  "The  value  of  the  tariff  policy  to  German 
agriculture  was  the  sense  of  security  which  it  created  in  the 
farmer.  It  was  the  feeling  that  he  was  essential  to  the  com- 
munity .  .  .  that  stirred  the  German  agriculturist  of  the  new 

1  "  Agnculture  after  the  VSTar,"  "  On  SmaU  Holdings,"  pp.  62-60  ; 
"  Guaranteed  Prices  or  Bounties,"  pp.  104-120. 

•  "Recent  Development  of  German  Agriculture."  T.  H.  Middleton.  [Cd. 
8305.] 

*  Op.  cit.  pp.  44-45. 
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century  to  make  an  effort ;  and,  it  may  be  added,  it  was  the  know- 
ledge that  his  grain  was  not  wanted  and  that  his  fellow-country- 
men did  not  depend  upon  his  exertions  that  led  the  British 
fanner,  at  this  same  period,  to  cut  down  expenses  and  reduce, 
or  at  least  fail  to  increase,  the  productivity  of  his  land."  ^  And 
in  "some  lessons"  which  are  drawn  from  the  study  it  is  con- 
cluded that  the  greater  production  of  German  agriculture  is  due, 
among  other  reasons,  to  the  facts  that  *' German  land  is  mostly 
tilled  by  peasant  owners,  British  land  by  tenants,"  and  "German 
economic  policy  in  recent  years  has  favoured  agriculturists,  who 
have  benefited  from  the  higher  prices  resulting  from  tariffs  and 
partly  from  the  steadying  effect  which  the  known  policy  of  the 
State  has  had  upon  the  industry."*  The  purpose  of  this  study 
is  to  inquire  whether  small  holdings  and  protection  may  be  two 
pwis  of  an  agricultural  policy  which  will  work  together  for  well- 
being,  or  whether  they  may  not,  at  least  in  some  degree,  work 
st  cross-purposes. 

The  small  holding  is  not  a  new  unit  in  English  agricultural 
organisation,  nor  are  the  numbers  created  under  recent  legisla- 
tion of  great  importance  amongst  the  total  of  these  holdings. 
The  number  provided  by  county  councils  since  1908  is  less  than 
13,000,  and  they  control  only  4*6  per  cent,  of  the  land  which 
is  let  ia  holdings  of  from  one  to  fifty  acres  in  extent,  or  much 
less  than  1  per  cent,  of  the  cultivated  land  of  England  and 
Wales.  Thus  the  bulk  of  the  small  holdings  are  at  present  of 
the  old-established  character  and  are  outside  the  direct  control 
of  the  department  which  would  administer  an  agricultural 
policy. 

Particulars  of  the  number  of  small  holdings  in  England  and 
are  as  follows  : — 

Number.  Acres. 

Above  1  and  not  exceeding  6  acres      00,643  280,379 

Abore  5^  and  not  exceeding  20  acres 120,616  1,358,145 

Above  20  and  not  exceeding  50  acres 78,430  2,634,058 

Total  289,689  4,272,582 

Apart  from  special  creation  under  public  authorities,  there 
appears  to  be  a  continuous  tendency  for  these  holdings  to  dis- 
«^ppear;  for,  in  spite  of  the  creation  of  12,584  holdings  since 
1908,  the  total  has  increased  only  by  2,518,  and  the  area  under 
holdings  of  these  sizes  has  actually  diminished  by  95,752  acres. 
In  1908  there  were  287,176  holdings  covering  4,368,334  acres, 
•nd  in  1915  there  were  289,689  holdmgs  covering  4,272,582 
acres.    In  the  course  of  the  ordinary  creation  of  small  holdings 

>  Op.  oit.  p.  34.  •  Op.  oit.  p.  42. 
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under  the  present  system  the  proportion  controlled  by  pnblic 
bodies  will  increase,  but  at  present  the  vast  majority  are  outside 
that  control.  And  the  consideration  of  the  effect  of  protective 
measures  upon  small  holdings  must  be  mainly  confined  to  these 
holdings,  for  their  occupiers  and  cultivators  would  be  the  chief 
body  of  small  cultivators  to  suffer  or  benefit  under  any  measures 
which  might  be  taken.  On  the  jM-ovision  of  a  bounty  on  wheat 
production  county  councils  might  establish  arable  holdings  of 
from  twenty  to  fifty  acres  which  might  benefit  therefrom,  but 
the  number  of  such  holdings  would  be  small  in  comparison  with 
the  number  of  those  now  existing. 

Before  any  idea  of  the  possible  effect  of  protective  measures 
can  be  gained  it  is  necessary  to  inquire  into  the  nature  of  the 
business  pursued  on  these  holdings.  Of  holdings  from  one  to 
five  acres  in  extent  in  1908,^  17'4  per  cent,  were  wholly  arable, 
61'5  per  cent,  were  wholly  pasture,  and  21*1  per  cent,  consisted 
of  both  pasture  and  arable.  The  special  nature  of  the  business 
on  these  holdings  is  illustrated  by  the  fact  that  they  carried  940 
fowls  and  86  ducks,  turkeys,  and  geese  per  100  acres  of  culti- 
vated land,  while  no  other  class  of  holding  carries  one-quai1)er 
of  this  number  of  fowls  or  ducks,  or  more  than  one-half  the 
number  of  geese  and  turkeys.  The  number  of  pigs  kept  was  22 
per  100  acres  of  all  land,  including  rough  grazings,  or  more  than 
double  the  number  kept  on  any  other  type  of  holding,  and  five 
times  greater  than  the  number  kept  on  holdings  of  300  acres  or 
over.  The  number  of  sheep  kept  is  lower  than  on  any  other 
type  of  holding,  but  horses  are  more  numerous  than  on  larger 
farms,  and  the  number  of  cows  is  exceeded  only  by  the  number 
kept  on  the  holdings  of  from  five  to  fifty  acres  in  extent.  On 
further  analysis  it  will  be  found  that  on  the  one-  to  five-acre 
holdings  there  is  a  large  number  of  stock  on  all  holdings,  arable, 
mixed,  and  pasture. 

Stock  per  100  Acres  of  Cultivated  Land.    Holdings  op 
One  to  Five  Acres. 


GowB  and  heifers  in  calf  Hnd  in 
milk       ... 

AU  cattle  ... 
All  sheep  ... 
AUpigs 
All  horses 


Arable  Pasture  Mixed  Total 

Holdings.  Holdings.  Holdings.  Holdings. 

8  17  16  15 

12  29  25  26 

27  46  34  40 

86  59  79  68 

16  14  14  15 


*  The  most  recent  date  for  which  we  have  statistics  showing  the  nature  of 
foldings.     Cd.  6277,  1912,  p.  32. 
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No  statistics  of  the  arable  crops  on  these  holdings  are  avail- 
able, but  the  counties  in  which  they  are  most  numerous  in  pro- 
portion to  the  total  number  of  holdings  are  Bedford,  Cambridge 
&Dd  the  Isle  of  Ely,  Holland  Division  of  Lincoln,  Soke  of  Peter- 
horough,  Norfolk,  Hampshire,  Middlesex,  and  Worcester,  in 
parts  of  which  market  gardening  is  an  important  industry ;  and 
Cheshire  and  Gloucester,  in  which  dairying  is  prominent. 
Except  the  extremely  specialised  industry  of  poultry  farming 
there  is  no  system  of  farming  besides  market  gardening  in  some 
of  its  many  phases  which  will  provide  full  employment  and 
remuneration  iot  a  man,  to  say  nothing  of  his  family,  on  hold- 
ings 80  small  as  these.  Dairying  is  the  most  remunerative 
pursuit  next  to  gardening  and  poultry  raising  on  small  holdings, 
and  this  is  recognised  by  the  occupiers.  There  are,  then,  three 
predominant  forms  of  business  on  the  holdings  of  from  one  to 
five  acres — ^poultry  farming,  market  gardening,  and  dairying ;  pig 
breeding  and  fattening  playing  an  important  part  in  two  forms, 
sometimes  in  all  three. 

Now  it  is  obvious  that  with  the  very  intensive  stocking  of 
these  holdings  with  poultry  and  animals,  and  the  large  acreage 
devoted  to  market  gardening,  very  little  corn,  including  wheat,  can 
be  grown  for  sale.  Some  cereals  are  sold  because  in  many  cases 
there  are  no  facilities  on  the  holding  for  preparing  them  for  food 
and  few  local  mills  which  now  undertake  "gristing"  in  small 
quantities.  But  on  every  type  of  holding  supporting  a  family  the 
amount  of  concentrated  food  bought  would  vastly  exceed  the 
amount  sold.  Thus  any  measure  which  makes  feeding-stuffs  dearer 
will  be  detrimental  to  the  occupiers.  Even  on  arable  holdings,  which" 
on  the  average  do  not  exceed  three  acres  each,  a  bounty  on  wheat 
at  the  rate  of  five  or  ten  shillings  per  quarter  could  not  increase 
the  income  by  more  than  £1  10s.  or  £3  per  annum.  Under  a 
tariff  which  raised  the  price  of  wheat  no  benefit  would  arise, 
because  the  family  would  probably  consume  as  much  as  was 
produced.  Where  stock  was  kept  there  might  be  a  loss,  due  to 
the  enhanced  price  of  purchases.  An  example  of  the  type  of 
business  on  a  general  arable  holding  of  this  size  is  provided  by 
a  holding  of  four  acres  and  a  cottage  in  a  well-known  colony. 
The  chief  produce  sold  consists  of  potatoes  and  bacon,  with 
occasionally  a  little  seed  wheat.     The  crops  consist  of  : — 

Barley  1  a. 

Cone  wheat  I  a. 
Potatoee        1  a.  5  chns. 
Other  roots  1  a.  4  chns. 

Id  a  recent  year  the  direct  sales  from  crops  amounted  to  £8 
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for  wheat  and  £32  10«.  for  potatoes,  the  rest  of  the  produce 
being  consumed  by  pigs.  If  there  is  hope  of  giving  any  assist- 
ance by  s6me  form  of  protection  in  this  case  it  must  be  by  raising 
the  prices  of  potatoes  and  bacon,  for  the  family  would  consume 
as  much  wheat  as  was  sold.  A  bonus  of  five  shillings  per  quarter 
would  add  about  £1  58.  to  annual  income. 

The  effect  of  measures  which  would  raise  the  price  of  com 
on  specialised  poultry  holdings  may  be  illustrated  from  the 
accounts  of  two  such  holdings  in  a  Midland  county.  The  first 
consists  of  rather  more  than  one  acre  of  pasture  land  with  pig- 
styes  and  poultry  houses,  and  is  occupied  by  a  platelayer.  The 
total  sales  in  1915  amounted  to  £83  48.  Id.,  and  the  working 
expenses,  apart  from  labour,  of  which  no  account  is  kept,  were 
£1  158.  for  rent  and  £37  for  food  purchased.  Some  other  food 
was  provided,  largely  in  the  form  of  waste  from  the  garden  and 
household.  But  any  form  of  protection  which  would  add,  say, 
10  per  cent,  to  the  prices  of  feeding-stuffs  would  add  9*6  per  cent, 
to  costs.  The  chief  output  consists  of  eggs  and  bacon,  and 
unless  these  commodities  were  not  allowed  to  be  subject  to  free 
competition  it  is  clear  that  the  producer  must  suffer.  The  second 
holding  consists  of  about  two  acres  of  garden  land,  of  which  a 
little  is  devoted  to  vegetables  and  the  rest  to  poultry.  The  pro- 
duce sold  consists  almost  solely  of  eggs  and  chickens,  but  mostly 
of  eggs.  Of  the  total  receipts  of  £157,  nearly  £110  was  for  eggs. 
Of  the  total  expenses  of  £144,  including  payment  for  part-time 
labour,  £113  was  for  feeding-stuffs.  Without  some  equivalent 
protection  for  produce,  an  increase  of  10  per  cent,  on  prices  of 
corn  and  meal  would  abolish  all  profit  if  interest  is  allowed  on 
capital  invested,  leaving  the  small  holder  with  ten  shillings  per 
week,  the  wages  of  his  part-time  employment  on  the  holding. 

Except  where  devoted  to  poultry,  very  few  of  the  small 
pasture  holdings  provide  an  important  part  of  the  occupier's 
income.  They  are  mostly  occupied  in  connection  with  some 
other  business  or  employment.  In  the  case  of  conjunction  with 
a  business  they  are  run  for  the  purposes  of  that  business,  as, 
for  instance,  the  provision  of  pasture  or  hay  for  the  village 
butcher's  or  baker's  pony.  In  some  counties,  however,  "cow- 
cottages"  (a  cottage  with  a  few  acres  of  pasture  attached)  are 
numerous.  A  holding  in  a  north-western  county,  though  over 
five  acres  in  extent,  will  illustrate  the  best  type  of  these  holdings. 
It  consists  of  seven  acres  of  pasture,  some  of  which  is  planted 
with  standard  fruit  trees,  and  is  occupied  by  an  estate  labourer 
earning  seventeen  shillings  a  week.^    It  carries  &gx  head  of  cattle, 

^  1913. 
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iDcInding  three  milking  cows,  and  a  number  of  pigs,  according 
to  season  of  the  year.  There  is  also  some  glass,  under  which 
tomatoes  and  cucumbers  are  grown.  But  the  chief  sales  consist 
of  butter,  young  stock,  and  pork.  The  purchases  of  concentrated 
food  are  large,  and  any  form  of  protection  which  raised  the  price 
of  feeding-stuffs  without  affecting  the  prices  of  butter  and  bacon 
would  be  detrimental  to  the  occupier  and  would  probably  reduce 
the  productivity  of  the  holding.  So  long  as  concentrated  food 
can  be  bought  at  fairly  low  prices  heavy  stocking  is  possible 
concurrent  with  the  increasing  fertility  of  the  land.  It  has  been 
suggested  that  a  bonus  on  the  breaking-up  of  grass  land  would 
increase  production  on  many  holdings,  but  it  is  doubtful  whether 
it  would  have  any  such  effect  on  holdings  of  this  type.  The  wife 
of  the  occupier  is  chiefly  responsible  for  the  work,  and  could 
scarcely  become  responsible  for  more  than  the  present  amount, 
while  the  arable  cultivation  of  part  of  the  land  would  not  be 
sufficient  to  employ  or  remunerate  the  husband.  Indeed,  the 
arable  cultivation  of  the  whole  would  not  maintain  the  family, 
except  under  garden  produce.  And  it  has  been  suggested  by 
some  authorities  that  some  garden  crops  are  already  being  over- 
IHDduced,  particularly  the  more  easily  grown  vegetables,  so  that 
it  would  be  easy  to  create  a  glut  or  reduce  prices  to  an  unremuner- 
ative  level.  There  is  certainly  a  limit  to  the  number  of  small 
fruit  and  vegetable  holdings  which  can  be  economically  estab- 
lished, and  if  that  limit  has  not  been  reached  it  is  not  very  far 
distant. 

Most  of  the  vegetables,  fruits,  and  flowers  which  can  be  pro- 
duced in  the  United  Kingdom  and  the  Channel  Islands  are 
already  being  provided  by  our  own  growers.  The  bulk  of  the 
imports  consist  of  produce  which  cannot  be  grown  in  our  climate 
or  coming  at  seasons  in  which  our  own  supplies  are  not  avail- 
able. If  duties  -were  laid  on  the  import  of  produce  which  we 
could  {provide  for  ourselves  the  home-grown  supply  would  soon 
meet  the  demand,  and  there  is  then  no  practicable  method  of 
fHX)tecting  the  prices  of  garden  produce.  But  so  far  as  the 
market  gardener  kept  pigs  or  other  animals  he  would  be 
penalised  by  measures  which  raised  the  price  of  feeding-stuffs. 
And  in  view  of  the  mterest  of  groups  of  French  and  Italian 
gardeners  in  the  British  market  it  would  be  difficult  to  provide 
the  British  gardener  even  a  temporary  measure  of  protection 
which  would  accord  with  the  economic  concert  of  the  Allies. 
There  are  other  aspects  of  the  question  affecting  the  poultryman, 
market  gardener,  and  small  dairyman  which  may  be  left  for 
consideration  later. 
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The  occupier  of  the  small  mixed  holding,  again,  is  not  often 
a  producer  of  cereals  for  direct  sale.  A  perusal  of  the  table 
above  will  show  that  the  head  of  stock  ke|>t  is  nearly  as  large 
as  on  pasture  holdings,  and  even  allowing  for  heavier  production 
of  food  for  cattle,  little  com  can  be  sold.  On  some  of  these  hold- 
ings less  corn  or  cake  is  bought  than  on  pasture  holdings.  A 
little  above  five  acres  in  extent,  but  still  essentially  of  this  type, 
is  a  holding  in  the  north-western  county  before-mentioned.  It 
consists  of  five  acres  of  pasture  and  about  one  acre  used  for 
gardening  and  the  production  of  roots.  Three  cows  are  kept, 
and  it  is  customary  to  rear  two  or  three  heifer  calves  and  some 
pigs.  There  are  also  about  two  hundred  fruit  trees  on  the  hold- 
ing. So  the  produce  consists  mainly  of  butter,  young  stock,  and 
fruit,  as  the  bacon  is  mostly  for  consumption.  Here  again 
concentrates  are  purchased  and  the  occupier  would  suffer  if 
prices  were  raised. 

But  with  the  exception  of  the  poultry  and  garden  holdings, 
the  majority  of  holdings  not  more  than  five  acres  in  extent 
provides  only  partial  employment  and  often  the  minor  part  of 
the  income  of  the  occupier,  so  that  the  effect  of  a  system  of 
tariffs  on  his  economic  position  must  be  looked  for  in  its  effect 
on  {he  source  of  the  major  part  of  his  income.  The  general 
effect  of  {protection  on  wages  or  the  profits  of  business  other  than 
farming  is  beyond  the  scope  of  this  inquiry,  but  some  previous 
English  experience  is  important.  At  the  end  of  the  eighteenth 
and  the  begmning  of  the  nineteenth  centuries  the  fall  of  real 
wages,  due  in  some  measure  to  the  Com  Laws  of  the  period,  was 
disastrous  to  the  cottaa:  cultivators,  who  depended  to  a  large  extent 
on  employment  for  their  livelihood,  and  many  lost  their  little 
capital  in  the  stmggle  to  maintain  their  families  or  their  posi- 
tions. Also  the  lower  standard  of  living  of  the  urban  working 
classes  caused  a  limitation  of  the  market  for  the  small  holder's 
produce — poultry  and  eggs,  fmit,  dairy  produce,  and  meat.^ 
Many  of  the  small  holders  bought  more  bread-stuffs  than  they 
sold,  and  while  the  market  for  their  produce  was  limited  they 
suffered  from  high  grain  prices.  It  is  not  suggested  that  any 
apiNToach  to  nineteenth-century  conditions  is  now  possible,  but 
the  principle  remains  that  the  welfare  of  the  small  holder  largely 
depends  upon  the  purchasing  power  of  the  wages  of  urban 
artisans,  and  any  curtailment  of  their  purchases  of  eggs,  milk 
and  milk  products,  vegetables  and  fruit,  pork  and  bacon  is  a 
limitation  of  his  market.  Also,  in  Germany  the  question  of  the 
benefit  of  com  duties  to  peasant  cultivators  of  the  type  we  have 

1  See  Levy  :  "  Large  and  Small  Holdings.**    Ch.  i. 
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been  discussing  has  been  the  subject  of  considerable  debate,  and 
it  now  appears  to  be  recognised  that  the  farmer's  interest  in 
grain  prices  depends  upon  the  net  amount  of  com  which  he  has 
to  aell,  which  is  often  in  direct  relation  to  the  size  of  his  holding. 
Some  of  the  principles  involved  in  the  consideration  of  the 
buainess  on  these  very  small  holdings  also  apply  to  the  con- 
sideration of  holdings  between  five  and  fifty  acres  in  extent. 
Not  all  of  them,  especially  those  under  twenty  acres,  constitute 
the  main  employment  or  the  main  source  of  the  income  of  the 
occupiers-  Some  of  them  are  specialised  garden  or  poultry  hold- 
ings, combining  the  production  of  eggs,  vegetables,  etc.,  with 
breeding  and  feeding  pigs,  as  before  described,  so  that  the  con- 
ditions affecting  these  need  not  be  discussed  again.  There  is, 
however,  an  increasing  interest  in  the  price  of  com,  and  perhaps 
the  maintenance  of  some  land  under  grass  which  might  be  more 
jmxiuctive  imder  the  plough.  But  even  in  this  group  the  small 
holders'  businesses  still  remain  somewhat  distinct  from  those  of 
larger  farmers. 

In  this  group  there  were,  in  1908,  197,218  holdings  with  an 
area  of  4,087,234  acres  of  land  under  crops  and  grass.  Of  this 
amount  1,142,938  acres,  or  just  over  27  per  cent.,  consisted  of 
arable.  A  comparison  of  the  type  of  business  on  these  holdings 
and  those  in  other  groups  gives  these  results  : — 

AU  holdings        AU  holdings       AU  holdings 
5  to  50  acres.   50  to  300  acres.       above  300 

acres. 
Pwportion  of  arable     27-8%  414%  5l<>/ 


Proportion  of  pasture 72-2%  68-6%  49-/0 

S^kper  100 


Cowi  and  heifers  in  milk  and  in 
calf     14  11  4 

Allesttle            29  21  14 

AQtheep            60  68  87 

Anpigp 20  8  4 

ADpoQltiy*        272  88  44 

Anhorsea           7  4  3 

^  Qreat  Britain.     AU  other  figures  for  EnglancTand  Wales  only. 

Thus  the  business  of  the  small  holder  in  this  group  is  still 
of  a  pastoral  character  compared  with  that  on  larger  farms,  and 
dairy  cattle,  pigs,  and  poultry  provide  the  most  important  part 
of  the  produce  of  the  holdings. 

But  some  further  analysis  of  these  businesses  is  required 
before  the  possible  effects  of  forms  of  subsidy  or  protection  on 
this  type  of  holding  can  be  indicated.  Of  the  total  number  of 
holdings,  only  7*4  per  cent,  are  wholly  arable,  47*3  per  cent,  are 
mixed,  and  46"4  per  cent,  are  wholly  pasture.    The  number  of 
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stock  maintained  per  100  acres  of  cultivated  land  on  these  types 
of  holdings  between  five  and  fifty  acres  in  extent  is  as  follows  : — 

Arable       Mixed        Pasture 
holdings,    holdings,     holdings. 
Cows  and  heifers  in  calf  and  in  milk  ...  9  13  18 

All  cattle  

All  sheep  

All  pigs  

All  horses  

So  there  is  a  large  amount  of  stock  on  all  holdings,  although 
there  is  least  stock  on  the  arable  and  most  on  the  pasture  hold- 
ings. The  connection  between  pigs  and  arable  land  and  the 
interest  of  the  arable  cultivator  in  the  price  of  pork  and  bacon 
is  also  clearly  shown.  It  should  be  stated,  however,  that  some 
mountain  or  heath  land  used  for  grazing  is  attached  to  a  few 
holdings  of  all  these  types.  Of  the  total  of  holdings  between 
five  and  fifty  acres  in  extent  some  40  per  cent,  do  not  exceed 
twenty  acres,  so  for  the  purpose  of  illustrating  the  effect  of  jmto- 
tective  measures  on  this  group  of  holdings  it  will  be  advisable 
to  give  instances  of  holdings  both  below  and  above  twenty-one 
acres  in  size. 

Of  arable  holdings  an  example  from  a  Midland  county  may 
be  taken.  It  consists  of  just  over  seventeen  acres  of  fairly  good 
light  land,  and  the  crops  grown  are  four  acres  of  wheat,  four 
acres  of  barley,  two  and  a  half  acres  of  oats,  one  and  a  half  acres 
of  beans,  and  the  rest  potatoes,  roots,  and  clover.  In  an  average 
year  there  are  sixteen  quarters  of  best  wheat  to  sell,  besides 
potatoes.  The  oats  and  hay  are  consumed  by  the  horse  and  the 
barley  by  the  pigs  and  poultry.  If  the  quality  of  the  barley  is 
of  malting  standard  it  is  sold  and  feed  bought.  But  the  chief 
sales  in  1913  were  sixteen  quarters  of  wheat,  £21  4«. ;  three  and 
a  half  tons  of  potatoes,  £17  10^. ;  and  seven  hogs,  56  score  of 
bacon,  £28.  A  guaranteed  minimum  price  for  wheat  at  40«.  or 
455.  per  quarter  would  add  £4  16^.  or  £8  16«.  to  the  direct 
receipts.  But  as  the  family  of  five  persons  will  consume  at  least 
four  quarters  of  wheat,  the  net  value  of  such  a  rise  due  to  a 
talriff  would  be  £3  Vis.  or  £6  12^.,  according  as  the  price  is  40«. 
or  45«.  per  quarter.  Assuming  no  other  indirect  effect  on  his 
position  as  a  purchaser  than  the  cost  of  bread,  which  has  been 
deducted,  the  benefit  would  be  an  addition  of  nearly  5  per  cent, 
to  receipts  on  a  basis  of  40^.,  or  over  9  per  cent,  on  a  basis  of 
45«.  There  will,  however,  be  difficulty  in  maintaining  fertility 
with  such  sales  of  wheat  and  potatoes  unless  more  stock  is  kept 
or  fertilisers  are  bought. 
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On  another  holding  of  similar  type,  consisting  of  twelve  acres, 
the  sole  sources  of  receipts  are  pigs  and  potatoes.  Oats  and 
clover  or  rye-grass  are  grown  for  the  horse  and  some  vegetables 
for  use,  but  every  effort  is  made  to  grow  as  much  barley  as 
possible,  and  from  one-half  to  two-thirds  is  under  this  crop  each 
year.  This  is  made  possible  by  keeping  a  large  number  of  pigs, 
of  which  there  are  often  as  many  as  thirty  or  forty  on  the  hold- 
ing at  one  time.  The  receipts  for  bacon  alone  amoimt  to  £160 
per  annum,  and  the  total  receipts  from  pigs  are  considerably  more 
than  this.  Large  quantities  of  feeding-stuffs  are  bought,  and  this 
very  {productive  holding  would  suffer  from  any  form  of  subsidy 
which  tended  to  raise  prices  of  feeding-stuffs  or  levied  a  tax  on 
n(»i-i»x)ducers  of  wheat. 

Another  holding  of  ten  acres  in  the  same  county  which,  with 
purchases,  supports  four  cows  and  some  pigs,  the  chief  sales 
consisting  of  milk  and  store  pigs,  would  almost  certainly  suffer 
ham  any  form  of  protective  measures.  Indeed,  the  majority 
of  arable  holdings  under  twenty  acres  which  are  employing  a 
man  and  some  members  of  his  family  and  supplying  their  liveli- 
hood would  suffer  from  a  system  of  tariffs  which  raised  the  price 
of  com  without  raising  the  price  of  other  products,  although  they 
might  gain  a  little  under  a  system  of  guaranteed  prices.  Sales 
from  crops  alone  cannot  support  a  family  on  holdings  of  this 
size,  and,  as  is  shown  by  the  statistics,  the  keeping  of  stock  to 
consume  produce  is  general. 

In  the  group  of  arable  holdings  between  twenty  and  fifty 
acres  in  extent  another  illustration  may  be  taken  from  a  Midland 
county.  This  holding  consists  of  forty  acres  of  light  land.  In 
1913  the  crops  were  ten  acres  of  barley,  ten  acres  of  oats,  seven 
acres  of  clover,  two  acres  of  beans,  the  remainder  being  divided 
among  mangolds,  swedes,  and  vetches.  A  cow  is  kept  for  rear- 
ing calves,  and  all  the  straw  and  much  of  the  com  is  prepared 
for  food  for  young  stock.  The  chief  sales  are  of  barley  and  store 
beasts.  An  increase  in  the  price  of  wheat  might  lead  the 
occupier  to  devote  some  land  to  that  crop,  but  it  is  very  doubtful 
whether  it  would  increase  the  total  productivity  of  the  holding. 
Barley  is  preferred,  because  a  good  quality  can  be  produced  and 
the  straw  is  preferred  for  chaffing  and  feeding  with  roots  and 
com.  On  a  holding  of  thirty-seven  acres  adjacent  to  this  the 
crops  in  1913  were  ten  acres  of  wheat,  ten  acres  of  barley,  five 
acres  of  beims,  four  acres  of  oats,  two  acres  of  potatoes,  and 
about  six  acres  of  roots.  Some  young  stock  and  sheep  are  kept 
during  the  winter  to  consume  roots  and  straw  and  make  manure, 
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but  the  chief  sources  of  receipts  are  wheat  and  barley.  With 
a  base  price  of  345.  and  a  guaranteed  price  of  40*.  per  quarter 
for  wheat  the  guarantee  would  be  worth  £12.  But  two  men 
with  families  are  employed  most  of  the  time,  so  with  the  con- 
sumer's interest  in  prices  deducted  the  advantage  under  a  tariff 
which  raised  prices  would  not  be  great.  And  the  comparatively 
large  area  of  cereals  on  this  holding  is  made  possible  only  by  the 
neighbourhood  of  a  fairly  plentiful  supply  of  a  little  known  nitro- 
genous fertiliser. 

Still,  many  arable  holdings  between  twenty  and  fifty  acres 
in  extent  would  receive  benefit  from  a  system  of  guaranteed 
prices,  and  some  would  benefit  under  a  general  system  of  pro- 
tection. But  arable  holdings  form  such  a  small  proportion  of 
the  total  number  that  a  small  benefit  to  them  might  constitute 
a  hardship  to  the  whole  group  of  holdings  of  this  size. 

The  mixed  holdings  are  a  far  more  numerous  class,  and 
examples  of  almost  every  type  of  farming  may  be  found  amongst 
them ;  but  for  the  sake  of  space  examples  must  be  few.  Amongst 
those  under  twenty  acres  in  extent  a  holding  in  a  southern 
county  may  be  taken.  This  consists  of  nine  acres  of  arable  and 
six  of  pasture.  The  crops  are  four  acres  of  oats,  two  acres  of 
barley,  two  and  a  half  acres  of  "seeds,"  and  half  an  acre  of 
roots.  Three  cows  are  kept  and  calves  and  pigs  are  reared,  and 
about  150  head  of  poultry  maintained.  The  products  are  prac- 
tically all  from  the  livestock — ^butter,  young  stock,  pork,  and 
eggs — as  practically  all  the  corn  is  consumed,  for  if  some  is  sold 
it  is  replaced.  Eecently  the  occupier  has  furnished  a  set  of 
food-preparing  machinery  to  use  all  com  direct.  Another  hold- 
ing of  thirteen  acres,  with  nine  acres  under  the  plough,  has  less 
than  two  acres  under  wheat,  the  rest  being  used  for  feeding 
crops  for  cows.  The  main  products  are  milk  and  some  store 
pigs  or  pork.  Even  where  arable  predominates  on  the  mixed 
holdings  of  less  than  twenty  acres  there  is  often  little  com  to 
sell,  and  where  pasture  predominates,  as  is  generally  the  case, 
often  more  is  consumed  than  is  grown. 

On  mixed  holdings  of  over  twenty  aores  on  which  arable 
predominates  the  producer's  interest  in  the  prices  of  grain  is 
sometimes  greater  than  the  consumer's  interest,  because  in  the 
process  of  selling  and  buying  the  balance  is  in  favour  of  sales, 
but  this  is  not  always  the  case.  Where  the  predominance  is 
not  great  and  the  number  of  stock  kept  is  large,  all  com  except 
wheat  may  be  consumed,  and  cake  or  other  feeding-stuffs  bought 
in  lieu  of  wheat,  or  where  barley  is  of  malting  quality  that  may 
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be  sold  and  substitutes  bought.     Where  pasture  predominates 
often  more  com  is  bought  than  sold.     Unless  this  is  the  case,  the 
amount  of  business  is  small  and  the  returns  rather  meagre. 
There  is,  however,  a  question  whether  more  land  should  be  under 
the  plough  on  some  of  these  holdings  and  the  best  method  of 
'  flecuring  the  breaking-up  of  grass  land.     The  horses  and  imple- 
ments required  for  arable  cultivation  are  often  present,  and  little 
new  capital  would  be  required  except  in  the  process  of  working, 
and  where  the  amount  of  stock  was  maintained  while  more  land 
was  under  the  plough  a  greater  total  production  would  result. 
But  the  method  of  inducement  by  a  guaranteed  price  for  wheat 
that  might  raise  its  value  by  five  or  ten  shillings  per  quarter 
would  have  little  effect.     With  a  holding  of  forty  acres,  of  which 
thirty  are  under  the  plough,  not  more  than  about  seven  acres 
of  wheat  can  be  grown  if  stock  is  to  be  maintained,  and  the 
guarantee,  worth  five  or  ten  shillings,  will  not  add  more  than 
from  £7  to  £14  to  the  receipts.    The  effects  of  a  general  system 
of  tariffs  are  no{  certain,  because  of  the  unknown  effects  on  the 
great  class  of  urban  wage-earners  which  forms  the  market  for 
the  varied  produce  of  the  small  holding.     A  system  of  paying  a 
bonus  on  each  acre  of  land  broken   up  might  stimulate  the 
process,  but  before  real  progress  can  be  made  some  education  in 
a  system  becoming  known  as  "Wibberleyism,"  or  something 
similar,  will  be  necessary.      Ideas  of  stock  maintenance  and 
cultivation  on  this  system  are  spreading,  and  where  land  is  suit- 
able it  may  develop.     But  the  high  cost  of  horse  labour  on  many 
holdings  up  to  thirty  acres  in  extent  is  a  grave  drawback  to 
arable  cultivation. 

The  nature  of  business  on  several  holdings  may  be  shown. 
One  holding  of  forty-seven  acres  consists  of  twenty-three  acres 
of  arable  and  the  rest  pasture.  Amongst  the  crops  are  nine 
acres  of  wheat,  two  and  a  half  acres  of  barley,  and  three  acres 
of  oats,  the  rest  being  under  pulse  and  root  crops  for  cattle.  The 
stock  consists  of  five  cows,  fourteen  young  stock,  four  breeding 
aows  and  a  number  of  store  pigs,  two  horses,  and  poultry. 
Butter,  store  stock,  and  store  pigs  provide  the  bulk  of  the 
receipts.  Another  holding  of  forty-seven  acres,  with  nine  acres 
of  rough  grazing  attached,  has  sixteen  acres  of  arable.  The 
chief  crops  are  six  acres  of  barley  and  three  of  wheat,  the  rest 
being  under  roots  and  pulse.  Two  cows  are  kept*  for  rearing 
calves,  seventeen  young  stock,  four  breeding  sows,  and  two  brood 
mares  and  colts.  On  this  holding  from  four  to  five  hundred 
docks  and  chickens  are  reared  eaoh  year.     On  this  holding  again 
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the  chief  receipts  are  from  livestock.  One  holding  in  a  north- 
eastern county  consists  of  about  forty  acres,  of  which  a  few 
acres  are  arable.  The  crops  grown  on  the  arable  are  oats  and 
peas,  roots  and  vegetables.  Amongst  the  latter  are  potatoes  and 
turnips.  In  1915-16  the  total  sales  amounted  to  d6672,  but  no 
corn  was  sold,  and  the  chief  item  in  the  receipts  was  £404  for 
milk  and  eggs.  Over  £200  was  spent  on  the  purchase  of  feed- 
ing-stuffs, and  any  change  which  raised  the  price  of  these  com- 
modities without  raising  the  price  of  milk  and  store  stock  would 
probably  reduce  output  on  this  very  productive  holding.  In  an 
eastern  county  one  holding  consists  of  thirty-nine  acres,  disposed 
as  follows  :  pasture,  thirteen  acres ;  com,  fourteen  acres ;  roots, 
seven  acres ;  lucerne,  five  acres.  In  1915-16  the  sales  amounted 
to  £770,  of  which  £420  was  for  milk  and  £199  for  barley  and 
oats.  No  wheat  was  grown,  but  a  guaranteed  price  might  make 
it  more  profitable  to  replace  one  of  the  other  cereal  crops  by 
wheat.  But  as  purchases  of  feeding-stuffs  amounted  to  £128, 
any  measure  raising  the  price  would  seriously  diminish  any 
advantage  arising  from  increased  prices  for  the  direct  sales  of 
com.  Perhaps  an  extreme  example  of  the  mixed  holding  on 
which  stock-raising  is  followed  is  one  in  a  southem  county,  where 
some  thirty-seven  head  of  cattle  are  kept  on  a  holding  consisting 
of  twenty-four  acres  of  grass  and  ten  acres  of  arable.  The  only 
sale  crops  from  the  arable  are  carrots  and  cabbages,  and  much 
concentrated  food  and  straw  is  bought.  But  on  the  majority 
of  mixed  holdings  the  main  dependence  is  on  some  form  of  live- 
stock industry,  in  which  the  consumer's  interest  in  grain  prices 
is  strong. 

The  question  of  breaking-up  grass  land  again  arises  in  con- 
nection with  the  pasture  holdings  of  from  five  to  fifty  acres  in 
extent,  of  which  there  are  nearly  ninety  thousand.  Many  of 
these  holdings  are  not  over  twenty  acres  in  extent.  WTiere 
these  are  not  worked  in  connection  with  some  other  business 
they  are  generally  heavily  stocked.  A  holding  of  ten  acres  in 
a  Midland  county  carries  four  cows,  three  young  stock,  and 
some  pigs,  and  in  the  winter  a  few  sheep.  Here  a  large  amount 
of  concentrated  food  is  bought,  and  the  holding  is  very  pro- 
ductive. The  type  of  business  on  holdings  of  over  twenty  acres 
in  extent  may  be  illustrated  from  two  holdings  in  a  southem 
county.  One  consists  of  thirty-nine  acres  of  heavy  clay  pasture 
land.  Fourteen  cows  are  kept,  and  except  for  a  few  pigs  the 
receipts  are  for  milk  and  fat  cows.  Here  about  fifteen  tons  of 
concentrated  food  are  purchased  each  year.    Another  holding  of 


Digitized  by 


Google 


1917]  SMAUi  HOLDINQS  AND   OOBN  PBIOBS  51 

twenty-five  acres  of  similar  land  carries  nine  cows  and  some 
calves,  and  the  purchases  of  concentrated  food  are  considerable. 
There  are  many  such  holdings  which  are  lightly  stocked,  but 
when  capital  is  available  and  the  occupier  depends  upon  the 
holding  for  a  living  the  land  is  usually  more  productive  than  on 
larger  farms.  As  a  rule,  pigs  are  not  nmnerous  on  the  larger 
pasture  holdings,  and  the  chief  interest  is  in  the  price  of  milk, 
milk  products,  and  store  stock. 

The  question  whether  pasture  should  be  broken  up  depends 
upon  the  nature  of  the  land.  Many  of  these  holdings  consist 
of  rich  old  pasture  which  can  be  made  very  productive  while 
feeding-stuflfs  are  fairly  cheap,  and  would  not  be  likely  to  be 
affected  by  offers  of  financial  subsidy.  On  the  other  hand,  the 
productivity  of  some  holdings  would  be  affected  by  any  consider- 
able rise  in  the  price  of  concentrated  food  that  was  not  counter- 
balanced by  a  rise  in  the  prices  of  products.  But  there  are  some 
holdings  on  which  land  could  be  tilled  with  profit.  In  a  south- 
eastern district  a  holding  of  twenty-seven  acres  with  four  acres 
recently  put  under  the  plough  consists  of  light  sand.  Some  of 
the  pasture  requires  re-seeding  every  three  or  four  years  because 
it  becomes  thin,  but  when  manure  is  available  good  crops  can 
be  grown  on  arable.  Seven  cows  are  now  kept ;  but  while  it 
would  be  possible  to  increase  the  number  by  catch-cropping  on 
an  extended  arable  area,  a  bounty  on  wheat  would  not  have  this 
effect.  An  object-lesson  in  growing  crops  for  feeding  purposes 
would  probably  be  the  most  effective  method  of  securing  greater 
production. 

To  summarise  these  considerations,  it  may  be  said  that  on 
arable  holdings  of  less  than  twenty  acres  which  provide  the 
cultivator  with  a  livelihood,  a  guaranteed  price  for  wheat  will 
have  little  effect  on  income  and  perhaps  less  on  production,  while 
any  measure  which  raises  the  price  of  corn  or  feeding-stuffs  is 
more  likely  to  be  a  hindrance  than  a  benefit.  The  size  is  not 
sufficient  to  provide  for  a  business  equal  to  the  maintenance  of 
a  family  unless  it  takes  the  form  of  a  livestock  industry  or  market 
gardening,  one  of  which  forms  is  general  where  an  income 
sufficient  for  a  family  is  obtained.  On  mixed  holdings  of  this 
M2e  the  business  is  mainly  concerned  with  stock,  and  on  some 
holdings  more  concentrated  food  is  bought  than  sold.  Through- 
out the  whole  group  the  interest  in  livestock  is  so  important 
that  a  guaranteed  price  for  wheat  would  have  very  little  effect 
on  either  production  or  income,  and  any  measure  which  raises 
the  price  of  feeding-stuffs  without  also  raising  the  price  of  pro- 
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ducts  will  be  detrimental  to  most  of  the  occupiers,  because  they 
are  more  concerned  with  the  selling  price  of  animal  products  than 
with  the  selling  price  of  cereals.  In  the  latter  case  the  general 
interest  in  the  _group  is  that  of  purchaser.  On  some  few  hold- 
ings the  area  under  the  plough  might  be  increased  to  advantage, 
but  the  measure  necessary  is  to  prove  to .  small  holders  that 
arable  cultivation  for  the  general  provision  of  food  for  livestock 
is  both  possible  and  profitable.  If  the  position  of  the  occupiers 
of  pasture  holdings  is  to  be  improved  by  protective  measures  it 
will  be  necessary  to  increase  the  prices  of  animal  and  poultry 
products;  without  this  any  increase  in  the  prices  of  com  will 
be  detrimental  to  the  occupiers  and  will  probably  reduce  the 
production  of  the  holdings.  On  a  few  holdings  there  is  land 
which  might  be  put  under  the  plough,  but  the  high  cost  of 
horse  labour  and  the  investment  of  capital  in  implements  which 
will  not  be  fully  employed  makes  this  an  expensive  process. 
Many,  if  not  most,  of  the  holdings  which  now  provide  a  liveli- 
hood for  a  family  consist  of  rich  pasture  which  should  not  be 
broken  up,  and  which  can  be  made  very  productive  while  feed- 
ing-stuffs are  fairly  cheap. 

On  arable  holdings  of  more  than  twenty  acres  some  benefit 
would  be  secured  from  a  guaranteed  price  for  wheat ;  but  under 
a  system  of  tariffs  the  benefit  from  higher  corn  prices  may  be 
reduced  by  any  adverse  effect  on  the  market  for  animal  products, 
especially  pork  and  bacon.  On  mixed  holdings  the  predominant 
interest  is  in  the  prices  of  dairy  produce  and  livestock.  There 
are  some  holdings  on  which  the  balance  of  sales  and  purchases 
of  com  and  other  feeding-stuffs  is  in  favour  of  sales,  but  through- 
out the  whole  group  the  balance  will  be  on  the  side  of  purchases, 
though  not  to  the  same  extent  as  on  the  mixed  holdings  of  less 
than  twenty  acres.  On  some  holdings  the  proportion  of  arable 
could  be  increased,  but  as  cereals  constitute  only  a  small  pro- 
portion of  the  total  sales,  this  will  scarcely  be  obtained  by  raising 
the  price.  Object-lessons  in  arable  farming  for  livestock  pur- 
poses would  ensure  greater  and  more  enduring  results ;  and  even 
with  a  protective  system  jvhich  raised  the  prices  of  all  products 
Bome  education  along  this  line  would  be  necessary  if  production 
were  to  be  increased.  Incomes  might  be  increased  without 
increasing  production,  but  no  social  benefit  would  then  result. 
On  many  pasture  holdings  of  more  than  twenty  acres  the  pro- 
ductivity may  be  diminished  by  raising  the  price  of  feeding- 
stuffs.  On  others  some  land  might  be  put  under  the  plough,  but 
unless  arable  cultivation  were  combined  with  the  present  forms 


Digitized  by 


Google 


1917]  SMAUi  HOIiDINOS  AND  OOEN  PBICES  63 

of  livestock  industry  now  practised  very  little  increase  in  total 
production  could  be  expected. 

In  the  group  of  holdings  of  from  one  to  five  acres  in  extent 
only  16  per  cent,  are  wholly  arable,  and  in  the  group  of  hold- 
ings from  five  to  fifty  acres  only  some  7  per  cent,  are  arable,  so 
the  vast  majority  of  occupiers  are  interested  mainly  or  solely 
in  some  form  of  livestock  products.  Guaranteed  prices  for 
cereals  will  not  affect  them,  except  as  taxpayers,  but  a  tariff 
on  com  will  probably  increase  their  expenses  or  diminish  use 
of  feeding-stuffs,  and  thus  cause  a  decrease  in  production,  vdth 
consequent  diminution  of  income. 

It  is  true  that  small  holdings  under  fifty  acres  in  extent 
account  for  only  15  per  cent,  of  the  total  area  of  cultivated  land, 
the  rest  being  held  in  larger  farms,  so  that  in  the  consideration 
of  a  policy  for  increasing  the  total  output  of  agriculture  they 
would  not  be  entitled  to  much  weight.  On  the  other  hand,  they 
constitute  two-thirds  of  the  total  number  of  agricultural  hold- 
ings, and  the  welfare  of  the  occupiers  constitutes  a  considerable 
element  in  the  total  welfare  of  the  families  engaged  in  agri- 
culture; and  while  the  national  revenue  and  the  machinery  of 
government  are  being  employed  to  create  more  holdings  of  this 
size  the  welfare  of  the  occupiers  cannot  be  ignored. 

In  the  consideration  of  a  policy  of  general  protection  more 
consideration  than  has  been  given  above  would  have  to  be  allowed 
to  the  position  of  the  small  holder  as  general  purchaser  and 
consumer,  and  also  to  his  interest  in  the  power  of  the  urban 
wage-earner  to  purchase  vegetables  and  fruit,  poultry  produce, 
dairy  produce,  and  bacon,  for  these  are,  and  must  remain,  the 
chief  sources  of  his  income. 

The  interest  of  the  farmer  in  the  price  of  cereals  increases 
in  general  with  the  size  of  his  holding,  for  arable  land  accounts 
for  only  27  per  cent,  of  the  total  area  under  holdings  of  less  than 
fifty  acres,  while  it  constitutes  41  per  cent,  of  the  total  under 
holdings  of  from  50  to  300  acres,  and  51  per  cent,  of  the  total 
under  holdings  of  300  acres  and  over ;  and  the  figures  for  live- 
stock on  holdings  show  that  a  smaller  proportion  of  corn  is  con- 
sumed on  large  than  on  small  holdings. 

In  general,  the  farmer's  interest  in  the  price  of  grain  varies 
with  the  proportion  of  arable  and  the  side  of  the  holding ;  also, 
although  all  farmers  are  more  interested  in  the  prices  of  the 
necessaries  of  life  as  producers  than  as  consumers,  this  interest 
increases  with  the  total  amount  of  the  business.  Some  small 
holders  who  depend  on  another  occupation  for  the  major  part  of 
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their  incomes  may  be  more  interested  as  consumers  than  as  direct 
controllers  of  production  who  will  reap  the  benefit  of  protective 
measures.  To  a  few  small  holders  depending  upon  cultivation 
for  the  family  income  higher  grain  prices  offer  some  advantages, 
but  to  the  bulk  of  them  they  offer  none,  and  to  others  will  be 
detrimental  unless  accompanied  by  higher  prices  of  other 
products. 

Arthur  W.  Ashby 

Institute  for  Reaean^  in 

AgricvUural  Economics, 
Oxford, 
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THE  REMUNERATION  OF  WOMEN'S  SERVICES. 

Among  the  problems  of  reconstruction  after  the  war,  two  at 
least  are  especially  concerned  with  women,  and  they  affect 
between  them  what  are  probably  the  two  most  important  bodies 
of  women — the  industrial  workers  and  the  working-class  mothers. 
The  first  is  the  problem  of  the  position  of  women  in  skilled 
industry.  The  second  is  the  question,  what  is  to  be  done  to 
safeguard  the  conditions  under  which  children  are  born  and 
reared,  so  as  to  ensure  that  the  killing  or  maiming  of  so  many 
of  the  best  young  men  of  the  country  shall  not  result  in  a  per- 
manent enfeeblement  of  the  nation's  stock.  These  two  questions 
appear  at  first  sight  to  have  no  particular  connection.  They  are 
in  fact,  I  believe,  rather  closely  related,  and  though  this  paper  is 
mainly  concerned  with  the  first,  one  of  its  objects  is  to  show 
their  inter-relation. 

The  war  has  brought  about  a  marked  change  in  the  position 
of  both  these  bodies  of  women.  Its  outbreak  found  the  working- 
class  mothers  mainly  dependent  on  such  portions  of  their  hus- 
bands' wages  as  these  husbands,  belonging  to  every  grade  in  the 
hierarchy  of  labour,  chose  to  give  them.  This  source  of  mainten- 
ance being  withdrawn  by  the  enlistment  of  the  men,  the  women 
have  been  transformed  into  an  army  of  State  servants,  drawing 
their  separation  allowances  direct  from  the  State  in  amounts  pro- 
portioned, not  to  the  value  of  their  husbands'  services,  but  to  the 
size  of  their  families.  It  is  the  largest  experiment  in  t>i^  State 
endowment  of  maternity  that  the  world  has  even  seen. 

In  industry,  the  outbreak  of  the  war  found  the  women  v       *5rs 
confined  almost  entirely,  except  in  a  few  oc.  ^pations  trn 
ally  their  own,  to  the  lowest,  most  ili-paid,  pn A  unVvilKd  - 
tions.     The  barriers  that  kept  them  out  of  vhe  skilled  tr,  : 
for  the  most  part  unrecognised  by  Irw,  but  they  wer-*,  /  . 
pletely  effective,  being  built   up  partW  of  iradin-^n  ui 

trade  union  regulations,  but  aiaioly  of  the  st  x  ex<  ■  ^ass  in 

which  employers  and  employed  made  c^  \i.:rn  t  o.  Against 
these  bwTier«j  the  '*  v^omen's  movrmen^  !.  •!  .eaten  itself  for 
half  a  century  vn  vain,  but  w*Li!»  two     ■  *td  the  necessities  of 
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the  war  have  broken  them  down — by  no  means  comple 
to  such  an  extent  that  it  is  plain  that  if  re-erected  they  ' 
to  be  based  frankly  upon  the  desire  of  the  male  to  protec 
from  competition,  and  no  longer  upon  the  alleged  inca 
the  female  to  compete.  Of  course,  there  may  be  pro 
which  such  incapacity  is  a  fact,  but  in  view  of  recent  e: 
there  is  a  growing  tendency  among  employers  to  put  si 
to  the  test  instead  of  taking  them  for  granted. 

With  regard  to  the  first  of  these  problems  most  pe( 
assumed  as  a  matter  of  coiurse  that  af^the  close  of  the 
women  who  have  drawn  their  allowances  weekly  at 
Ofl&ce  will  go  back  to  their  old  condition  of  complete  de 
upon  the  bounty  of  their  husbands,  the  quay-porter's 
has  been  keeping  eight  children  on  a  separation  allowan 
being,  of  course,  reduced  to  her  pre-war  inferiority  ( 
to  her  next-door  neighbour,  the  ship-labourer's  wife, 
maintained  one  child  on  an  allowance  of  lis,  6d. 

With  regard  to  the  industrial  workers,  the  restorat 
statiis  quo  ante  bellum  is  admittedly  more  doubtful, 
workers,  of  course,  with  a  few  enlightened  exceptions,  v 
it,  and,  so  far  at  least  as  Government  work  is  conce 
Lloyd  George,  in  pressing  his  scheme  for  the  dilution 
gave  certain  very  unqualified  pledges  to  the  trade  uni 
will  hive  somehow  to  be  redeemed.  The  women  thena 
organised  and  voteless,  with  the  sentiment  in  favo 
returning  soldiers  not  only  strong  against  them  but  8tr< 
them,  could  not  by  themselves  put  up  much  of  a  fight, 
are  likely  to  have  two  powerful  allies  :  first,  in  the  empl( 
having  tasted  the  advantages  of  a  great  reserve  of  che 
and  very  effective  labour  are  obviously  not  going  to  let 
be  deprived  of  it  without  a  struggle;  and  secondly,  in 
ing  public  sense  of  the  necessity  on  national  grounds 
the  most  of  our  economic  resources. 

The  more  intelligent  of  the  trade  unionists  are  c 
the  strength  of  both  these  forces  and  are  showing  a  dii 
make  terms.  Among  the  resolutions  passed  at  the  T 
Congress  held  recently  was  one  demanding  "  that  the  c< 
female  labour  should  be  settled  by  the  trade  unions." 

The  implied  assurnj^tion  that  the  women  themselv 
be  consulted  is  naturally  irritating,  even  to  women  \ 
professed  feminists.  They  are  alar^aed  at  the  prospec 
then:  future  in  industry — then:  right  ^  mal^e  a  Hveli 
most  profitable  way — determined  by  a  Parlianjeut  in 
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have  no  representation,  or,  worse  still,  traflftcked  away  as  the 
result  of  a  legalised  bargain  between  employers  bent  on  the 
exploitation  of  women  and  trade  unionists  bent  on  their  exclusion. 
In  the  words  of  a  manifesto  issued  by  the  National  Union  of 
Women's  Suffrage  Societies,  they  have  no  mind  "to  be  treated  as 
a  football  in  a  game  between  Capital  and  Labour  with  the  Govern- 
ment acting  as  umpire." 

In  nearly  all  previous  instances  of  restrictive  industrial  legis- 
lation the  object  has  ostensibly  been  the  safety  and  welfare  of  the 
restricted  class — women  or  young  persons  or  children — although 
it  is  an  open  secret  that  much  of  the  pressure  behind  the  legisla- 
tion has  had  other  motives.  The  pledges  given  to  the  trade 
unions  in  Circular  No.  7  and  elsewhere — that  the  dilution  of 
labour  shall  be  temporary — are  probably  the  first  instances  for  a 
century  at  least  of  Governmental  interference  with  the  right  of 
the  labourer  to  offer  his  labour  in  the  most  profitable  market, 
based  avowedly  on  the  desire  to  protect  a  particular  class  of 
workers  against  competition.  The  success  of  the  negotiations 
of  which  these  pledges  formed  a  part  was  thought  necessary  to 
the  effective  prosecution  of  the  war,  and  no  fair-minded  person 
supposes  that  the  Minister  responsible  for  giving  them  was  con- 
sciously influenced  by  the  thought  that  the  persons  to  be  pro- 
tected were  mainly  voters,  and  those  to  be  excluded  were  non- 
voters.  That  this  is,  in  fact,  the  case  is,  however,  an  unfortun- 
ate circumstance,  and  the  debates  which  took  place  in  the  House 
of  Commons  in  August  on  the  franchise  question  show  that  the 
Prime  Minister  and  the  leading  members  of  the  Government  are 
well  aware  of  this.  The  concession  of  women's  suffrage  would 
do  much  to  put  the  matter  on  a  fairer  basis,  to  gild  any  pills  that 
uaay  have  to  be  swallowed  by  women,  and  to  prevent  a  renewal 
in  an  aggravated  form  of  the  stormy  agitation  of  the  years  before 
the  war. 

But  it  would  not,  by  itself,  solve  the  real  difl&culty  that  lies 
at  the  root  of  the  whole  situation — a  diflSculty  for  which  neither 
men  workers  nor  women  workers  nor  employers  nor  Parliament 
are  to  blame,  but  which,  I  venture  to  think,  is  habitually  shirked 
by  all  of  them,  probably  because  of  an  uncomfortable  fear  that 
it  is  nisoluble  and  cannot  be  vanquished,  but  only  evaded  by  means 
of  shifts  and  compromises  or  by  pretending  that  it  does  not  exist. 

This  difficulty  may  be  most  shortly  put  in  the  form  of  a  ques- 
tion :  "Is  fair  competition  between  men  workers  and  women 
workers  possible,  bearing  in  mind  the  customary  difference  in  the 
wage  level  of  the  two  sexes  and  the  causes  of  that  customary  differ- 
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ence?  In  other  words,  is  it  possible  for  women  to  compet 
with  men,  without  undercutting  their  standards  of  pay 
undermining  their  standards  of  life?" 

The  reply  offered  by  feminists  to  this  question   is 

prompt  and  unhesitating,  and  is  practically  a  denial  of  t 

culty.    Women,  they  say,  must,  of  course,  be  allowed  to 

freely  in  all  occupations.     But  they  must  not  undercut 

must  demand  and  receive  equal  wages  for  equal  work. 

the  claim  put  forward  by  practically  all  women,  except,  o 

when  they  are  themselves  employing  women.    I  have  not 

the  feminist  whose  principles  compel  her  to  pay  her  wai 

wages  that  would  be  demanded  by  a  butler.     The  same 

been  adopted  by  the  more  astute  and  enlightened  of  t 

unionists,  who  see  in  it  an  effective  way  of  maintaining  tl 

sion  of  women  while  appearing  as  the  champions  of 

between  the  sexes.    It  is  probable  that  these  leaders  wil 

in  imposing  their  views  on  their  followers,  though  many 

are  obviously  rather  shocked  in  their  hearts  at  ihe  idea  of 

earning  a  man's  pay.     They  have  a  good  deal  of  the  feeli 

graduate  of  the  London  University,  who  in  the  earlj 

women's  claim  to  academic  privileges  declared  that  1 

degree  would  lose  all  its  value  in  his  eyes  if  he  believed 

a  single  woman  had  attained  to  or  received  a  like  di 

But  after  the  experiences  of  the  war  the  cry  for  uno 

exclusion  is  likely  to  meet  with  so  little  sympathy  that 

I  think,  expect  with  some  confidence  to  see  women 

unionists  uniting  in  this  claim,  and  Parliament  possib 

capitalist  influences  are  too  strong,  giving  it  legislative 

as  the  easiest  way  out  of  the  diflSculty.    It  is  worth  wh 

fore,  to  examine  in  some  detail  what  the  claim  really  m 

far  it  fits  the  actual  conditions  of  social  and  industria 

how  the  attempt  to  enforce  it  is  likely  to  work  out  in  ] 

First,  it  must  be  pointed  out  that  in  adopting  a  1 

vague  and  ill-defined  as  "equal  wages  for  equal  work' 

are  falling  into  a  very  palpable  trap.     What  is  meant 

work  **?    TEat  men  and  women  are  engaged  on  the  sa 

in  any  occupation  does  not,  of  course,  in  itself  inapl; 

unless  both  the  quality  and  the  quantity  of  the  outp 

same.     A  woman  who  produces  less  than  a  man  may 

value  to  her  employer,  even  if  piece  work  rates  are  pa 

her  consumption  of  all  the  standing  charges  of  the  f  ac 

space,  light,  heat,  machinery,  superintendence — is  grej 

portion  to  her  output  than  his. 
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Even  where  both  quality  and  quantity  are  identical  it  does  not 
necessarily  follow  that  she  is  an  equally  valuable  or  at  least  an 
equally  acceptable  employee.  There  are  in  the  eyes  of  most 
employers  certain  standing  disadvantages  of  women's  labour  which 
have  to  be  reckoned  with.  There  is  the  fact  that  the  law  will  not 
allow  him  to  work  her  at  night  nor  for  overtime,  except  under 
rigid  restrictions ;  that  her  Uability  to  sickness  (in  most  trades)  is 
rather  greater ;  that  he  cannot  put  her  to  lift  heavy  weights  or  to 
do  odd  jobs ;  that  he  cannot  comfortably  swear  at  her  if  she  is 
stupid;  that,  in  short,  she  is  a  woman,  and  most  employers,  being 
male, have  a  "club"  instinct  which  makes  them  feel  more  at  ease 
with  an  undiluted  male  staff.  Above  all,  there  is  the  overwhelm- 
ing disadvantage,  if  the  occupation  is  a  skilled  one,  that  she  is 
liable  to  "go  off  and  get  married  just  as  she  is  beginning  \o  be  of 
some  use."  ^ 

Of  course,  there  are  advantages  which  to  a  certain  extent 
counter-balance  these  disadvantages  from  the  employer's  point 
of  view.  There  is  the  greater  docility  of  women ;  their  greater 
willingness  to  be  kept  at  routine  work;  their  lesser  liability  to 
absence  on  drinking  bouts,  to  strikes,  and  to  other  disturbances 
of  the  economic  routine.  But  obviously  most  of  these  "advan- 
tages "  are  likely  to  be  regarded  by  the  employer  rather  as  reasons 
why  he  can  safely  exploit  women  than  as  reasons  why  he  should 
equitably  pay  them  as  much  as  men. 

If  the  object  of  the  claim  for  "equal  wages  for  equal  work"  is 
really  to  secure  for  women  a  fair  field  of  competition  with  men, 
their  work  being  accepted  or  rejected  on  its  merits,  then  to  secure 
this  object  it  seems  necessary  that  any  permanent  recognised  dis- 
advantage that  adheres  to  women  workers  as  such  should  be 
allowed  for  by  a  pro  rata  rate  reduction  in  their  standard  rates. 
The  attempt  to  establish  strict  arithmetical  equality  between  them 
goes  further  than  is  necessary  to  protect  the  men  against  unfair 
competition  and  really  weights  the  scales  against  the  women. 

Onless  this  is  recognised  and  allowed  for,  any  bargain  that  is 
struck  on  the  basis  of  "equal  wages  for  equal  work  "  will  prove  in 
practice  the  equivalent  of  total  exclusion.    It  is  diflScult  to  find  a 

'  How  seriouBly  the  laet-named  fact  may  influence  the  economic  value  of 
^'onwn's  labour  may  be  iUustrated  by  the  foUowing  instance,  given  me  by  the 
C^hAinnan  of  an  Education  Committee,  who  is  also  an  economist.  At  a  training 
ooDego  for  teachers  of  both  sexes,  it  is  estimated  that  the  cost  per  head  on  the 
iDen*s  side  is  50  per  cent,  more  than  the  cost  per  head  on  the  women*s  side.  But 
"marriage  mortality  "  among  the  women  teachers  is  so  great  that  it  is  reckoned 
thst  the  cost  of  keeping  up  a  given  supply  of  women  teachers  is  considerably 
Higher  to  the  training  institution  than  that  of  the  men  teachers. 
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modification  of  the  formula  that  suits  the  facts,  but  possibly  it 
should  read  "equal  wages  to  workers  of  equal  value." 

But  this  does  not  dispose  of  the  main  obstacle  to  the  realisa- 
tion of  the  principle  thus  laid  down.  To  understand  what  this  is, 
we  have  to  ask  ourselves  how  it  has  come  about  that  the  standard 
of  women's  pay  is,  under  normal  circumstances  and  in  the  great 
majority  of  occupations,  so  much  lower  than  the  standard  of 
men's  pay,  even  when  they  do  work  which  is  either  identical  or  of 
fully  equivalent  difficulty.  For  in  this  connection  it  is  quite  as 
relevant  to  compare  the  earnings  of,  say,  a  Court  dressmaker's 
hands  with  those  of  a  West-end  tailor,  as  to  compare  those  of  men 
and  women  elementary  teachers,  though  the  demand  for  equalisa- 
tion has  usually  been  confined  to  the  comparatively  few  instances 
of  identical  occupations. 

The  causes  of  the  low  rate  of  women's  wages  cannot  be  dis- 
cussed in  detail  here,  but  they  may  be  outlined.  It  is  first  neces- 
sary to  make  a  distinction — so  obvious  that  it  ought  not  to  need 
making,  but  which  is  nevertheless  often  ignored,  between  absolute 
and  relative  lowness.  Women  earn  less  than  men,  first,  because 
they  do,  or  till  lately  have  done,  chiefly  the  less  valuable  kinds 
of  work.  But  they  are  also  paid  less  in  proportion  to  the  value 
of  the  work  they  do,  and  that  is  the  part  of  the  problem  which 
concerns  us  here.  The  reasons  for  the  inferiority  may  be  roughly 
scheduled  as  four. 

1.  Lack  of  trades  organisation. 

2.  Pocket-money  or  supplementary  wage  earning. 

3.  A  low  standard  of  comfort. 

4.  A  wage  requirement  based  on  individual  subsistence.^ 

I  do  not  propose  to  dwell  upon  the  first  three  causes.  They 
are  obvious  and  easily  understood,  and  their  weight  is,  I  believe, 
apt  to  be  over-estimated  rather  than  under-estimated.  It  seems 
better  to  reserve  my  space  for  a  consideration  of  that  cause  which 
seems  to  me  at  once  the  most  important  and  the  most  habitually 
under-rated,  and  which  in  default  of  a  better  name  I  have  ven- 
tured to  describe  by  the  clumsy  phrase,  "A  wage  requirement 
based  on  individual  subsistence." 

In  discussions  on  women's  wages,  the  fact  "that  men  have 
families  to  keep  "  is  usually  alluded  to  in  a  casual  way,  as  though 
its  bearing  on  the  question  were  about  equivalent  to  that  of  the 
proposition  that  men  expect  beef  and  beer  for  their  dinner  while 

»  Tlie  reasons  are  fully  dealt  with  in  a  paper  on  "  l»ie  Problem  of  VITomen^s 
Wages,"  published  by  the  Liverpool  Eoonomie  (Society,  Northern  Publi^hinff 
Co.,  LiverpooL 
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women  workers  are  usually  content  with  tea  and  pastry.    Surely 
this  is  a  rather  astonishing  instance  of  the  extent  to  which  fami- 
liarity can  blind  even  intelligent  observers  to  the  significance  of 
the  most  obvious  facts  of  human  life.     After  all,  perhaps  the  most 
important  function  which  any  State  has  to  perform — more  impor- 
tant even  than  guarding  against  its  enemies — ^is  to  secure  its  own 
periodic  renewal  by  providing  for  the  rearing  of  fresh  generations. 
Among  human  beings  this  renewal  is  a  much  more  laborious  and 
costly  process  than  among  animals.     The  pre-natal  period  and 
the  period  of  immaturity  last  longer.      Not    only    do   children 
remain  economically  unproductive  for  fifteen  years,  more  or  less, 
from  the  time  of  their  conception,  but  the  lives  of  a  considerable 
section  of  the  adult  female  community  have  to  be  entirely  given 
over  to  the  work  of  rearing,  educating,  and  training  them.     All 
tins  has  got  to  be  paid  for  somehow.    During  the  last  forty-six 
years  the  State  has  taken  directly  upon  itself  the  cost  of  the  school 
education  of  its  young,  and  it  is  gradually  in  a  hesitating  and  half- 
hearted way  taking  over  the  cost  of  some  of  the  minor  provisions 
necessary  for  child-nurture,  such  as  midwifery,  (paid  for  through 
the  maternity  benefit),  medical  attendance  (through  child-welfare 
centres,  medical  school  inspectors,  &c.).     But  the  great  bulk  of 
the  main  cost  of  its  renewal  it  still  pays  for,  as  it  has  always  done, 
by  the  indirect  and  extraordinarily  clumsy  method  of  financing 
the  male  parent  and  trusting  to  him  somehow  to  see  the  thing 
through.    It  does  not  even  finance  him  directly,  but  leaves  it 
to  what  it  is  fond  of  calling  "blind  economic  forces"  to  bring  it 
about  that  the  wages  of  men  shall  be  sufficient  for  the  purposes  of 
bringing  up  families.    The  "blind  forces"  accomplish  this  task, 
as  might  be  expected,  in  a  very  defective  and  blundering  way, 
with  a  good  deal  of  waste  in  some  places  and  a  much  worse  skimp- 
ing in  others,  but  upon  the  whole  they  do  accomplish  it.     The 
wages  of  men  in  most  occupations  are  sufficient  to  rear  a  family, 
not,  indeed,  in  many  of  them  as  families  ought  to  be  reared,  but 
without  glaring  violation  of  the  man's  own  standards,   those 
standards  which  he  expects  to  satisfy  before  he  marries  and  has 
children,  and  which  the  laws  of  supply  and  demand,  aided  by 
public  opinion,  custom,  and  trade  organisation,  enable  him  to 
enforce  upon  his  employer.    Whether  he  expends  the  wages  so 
received  upon  his  family  or  upon  his  own   "menus  plaisirs" 
depends,  of  course,  entirely  upon  his  goodwill,  since  the  State, 
though  it  recognises  in  theory  the  rights  of  wife  and  children  to 
nudntenance,  does  practically  nothing  to  enforce  it ;  such  laws  as 
do  embody  this  right  being  so  imperfect  and  so  badly  carried  out 
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that  they  are  next  door  to  valueless  as  a  protection.  In  the  normal 
case,  however,  the  family  does  receive  the  benefit  of  the  man's 
wages,  at  least  up  to  the  point  of  minimum  subsistence  level,  and 
the  vast  majority  of  wives  and  of  children  below  fourteen  are 
wholly  or  mainly  maintained  out  of  this  source.  In  other  words, 
the  wages  of  the  worker  represent  not  only  the  value  of  his 
services  to  his  employer,  and  through  him  to  the  conmiunity,  but 
also  the  value  of  his  wife's  services  to  him  and  their  children,  and 
through  them  to  the  community,  and,  in  addition,  the  value  to 
the  State  of  the  children  themselves.  His  wages,  in  short,  are 
the  channel  by  which  the  community,  indirectly  and  only  half- 
consciously,  pays  for  the  continuance  of  its  own  existence  and  the 
rearing  of  fresh  generations.  The  amount  so  paid  becomes  part 
of  the  cost  of  production  of  the  commodities  produced  or  services 
rendered  by  the  trades  or  occupations  which  male  workers  follow, 
and  comes  eventually  out  of  the  pockets  of  the  community  as 
consumers. 

The  wages  of  women  workers  are  not  based  on  the  assumption 
that  "they  have  families  to  keep,"  and  in  so  far  as  these  wages 
are  determined  by  the  standard  of  life  of  the  workers  it  is  a 
standard  based  on  the  cost  of  individual  subsistence,  and  not  on 
the  cost  of  family  subsistence.  It  is  perfectly  true  that  many 
women  workers  (according  to  mformation  obtained  by  the  Fabian 
Women's  Group,  about  50  per  cent,  of  them)  contribute  towards 
the  maintenance  of  relations,  and  no  doubt  that  fact,  by  making 
them  more  ambitious  and  anxious  for  money,  exercises  a  certain 
upward  pull  upon  their  wages.  But  it  must  be  remembered  that 
against  the  influence  on  wages  of  the  woman  who  keeps  others 
besides  herself  must  be  set  the  influence  of  the  pocket-money  or 
supplementary  wage-earners  who  do  not  even  keep  themselves — 
the  daughters  living  partly  on  their  fathers,  the  wives  working 
to  supplement  their  husbands'  wages,  and  the  widows  who  eke  out 
their  poor  relief.  The  number  of  women  whose  family  responsi- 
bilities are  really  equivalent  to  the  normal  responsibilities  of  the 
average-sized  household  of  man,  woman,  and  three  children  is, 
after  all,  very  small.  Even  the  position  of  the  independent  widow 
householder  is  not  really  comparable,  since  the  family  she  works 
for  has  lost  its  most  expensive  member. 

If  this  view  of  the  facts  is  correct,  it  would  appear  that  the 
differences  between  the  wages  of  men  and  women  is  a  much  more 
deep-rooted  thing  than  is  commonly  supposed.  It  has  its  roots 
in  an  arrangement  which  to  most  people  appears  a  fundamental 
part  of  the  social  structure,  the  arrangement  by  which  the  finaja- 
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cial  responsibility  for  the  upbringing  of  the  family  is  thrown  on 
the  father.  The  argument  that  it  is  an  indisputable  principle  of 
justice  that  if  men  and  women  do  the  same  work  they  shall 
receive  the  same  pay  can  be  countered  by  the  proposition,  appa- 
rently equally  indisputable,  that  if  men  are  to  pay  for  the  upbring- 
ing  of  the  rising  generation  they  must  be  given  some  money  to 
do  it  with.  Looked  at  in  this  way,  the  claim  of  women  who  do 
not  bear  the  same  domestic  burdens  to  receive  the  same  remunera- 
tion seems  to  involve  an  ignoring  of  the  still  more  potent  claims 
of  those  wives  and  mothers  who  are  rendering  the  most  essential 
of  all  services  to  the  State,  who  have  to  be  maintained  during  the 
performance  of  those  services,  and  who  are  at  present  receiving 
their  maintenance  in  an  indirect  fashion  through  the  wages  of 
their  husbands. 

The  line  of  argument  I  have  been  following  usually  either 
irritates  or  depresses  all  women  who  have  the  interests  of  their 
own  sex  at  heart,  because  it  seems  to  point  to  an  impasse.  If  the 
wages  of  men  and  women  are  really  based  upon  fundamentally 
different  conditions,  and  if  these  conditions  cannot  be  changed, 
then  it  would  seem  that  fair  competition  between  them  is  impos- 
sible, and  that  women  are  the  eternal  blacklegs,  doomed  despite 
themselves  to  injure  the  prospects  of  men  whenever  they  are 
brought  into  competition  with  them  and  by  a  sort  of  irony  of  fate 
to  undermine  just  those  standards  of  family  life  which  should  be 
most  sacred  to  them.  If  that  were  really  so,  then  it  would  seem 
as  if  men  were  justified  in  treating  women,  as  in  practice  they 
have  treated  them — as  a  kind  of  industrial  lepers,  segregated  in 
trades  which  men  have  agreed  to  abandon  to  them,  permitted  to 
occupy  themselves  in  making  clothing  or  in  doing  domestic  ser- 
vices for  each  other,  and  in  performing  those  subsidiary  processes 
in  the  big  staple  trades,  which  are  so  monotonous  or  unskilled 
that  men  do  not  care  to  claim  them.  The  result  of  this  treatment 
has  been  a  marked  growth  of  unrest  and  discontent,  due  as  much 
to  the  consciousness  of  thwarted  powers  and  undeveloped  capa- 
cities as  to  actual  suffering  through  underpayment  and  unem- 
ployment. No  one  who  is  in  touch  with  women  workers  can 
doubt  that  any  attempt  to  shut  them  up  again  in  their  compounds 
after  the  war  will  inevitably  be  followed  by  a  renewal  of  this 
discontent  in  a  much  more  vocal  and  embittered  form.  This  is 
partly  because  their  experiences  during  the  war  will  have  given 
them  greater  confidence  in  themselves  and  a  taste  for  the  satis- 
facticm  that  is  to  be  found  in  skilled,  responsible,  well-paid  work ; 
partly  because^  owing  to  casualties  and  to  emigration,  the  propor- 
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tion  of  the  present  generation  of  women    who    must    remain 
unmarried  will  be  considerably  increased. 

On  the  other  hand,  if  free  competition  without  the  attempt  to 
equalise  wages  is  permitted,  trade  unionists  are  undoubtedly  right 
in  thinking  that  such  competition  is  likely  to  be  a  much  greater 
danger  to  their  own  standards  than  in  the  past,  because  the 
potentialities  of  women's  labour  are  so  much  better  understood 
by  employers.  These  will  certainly  resist,  and  will  receive  a 
considerable  measure  of  public  support  in  resisting,  any  attempt 
to  handicap  them  in  their  task  of  competing  against  foreign  coun- 
tries by  cutting  off  from  them  an  important  soiuxse  of  labour 
supply  which  is  open  to  their  competitors. 

No  intelligent  observer  who  reflects  upon  these  facts  can  deny 
that  the  future  solution  of  the  problem  is  doubtful  and  difficult, 
and  that  it  opens  up  unpleasant  possibilities  of  class  antagonism 
and  sex  antagonism ;  that  for  women  especially  it  seems  to  offer 
a  choice  between  being  exploited  by  capitalists  or  dragooned  and 
oppressed  by  trade  unionists.    It  is  a  dismal  alternative.  . 

The  most  immediately  practicable  way  of  opening  a  door  out 
of  the  difficulty  would  seem  to  be  by  means  of  one  of  those  illogi- 
cal compromises  which  are  so  dear  to  the  British  mind.  The 
claim  of  women  to  a  free  entry  to  occupations  may  be  conceded, 
subject  to  the  condition  that  their  labour  is  paid  for  at  the  same 
rates  as  male  labour,  and  as  it  is  obvious  that  they  would  be 
powerless  by  themselves  to  enforce  this  condition,  it  may  receive 
legal  sanction.  This  would  probably  involve  a  gigantic  extension 
of  the  system  of  trade  boards,  at  present  confined  to  a  few 
sweated  trades.  The  practical  difficulties  to  be  overcome  in  secur- 
ing the  effective  operation  of  such  a  machinery  are,  of  course, 
innumerable.  But  they  are  probably  not  insuperable,  and  the 
plan  might  work  fairly  well  as  a  makeshift,  provided  always  that 
women  wifh  the  employers*  help  manage  to  escape  the  almost 
insolently  obvious  trap  that  trade  unions  are  already  laying 
for  them,  by  insisting  that  the  rates  of  pay  which  they  are  per- 
mitted to  accept  shall  be  sufficiently  lower  than  men's  rates  to 
balance,  but  not  more  than  balance,  the  inherent  disadvantages 
of  female  labour.  It  is  true  that  such  an  arrangement  ignores 
the  distinction  between  the  wage  requirement  of  the  two  sexes, 
and  would  mean  in  practice  securing  for  the  woman  worker  a 
standard  of  living  considerably  more  generous  than  could  be 
enjoyed  by  male  workers  drawing  the  same  wage  but  burdened  by 
greater  family  responsibilities.  But  there  is  nothing  more  illogical 
or  more  unjust  in  that  than  in  paying  to  bachelors  and  fathers  of 
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one  child  the  same  wage  that  is  paid  to  the  father  of  fourteen. 
The  industrial  woman  worker  has  had  such  a  cruelly  hard  time  in 
the  past  that  no  woman  at  all  events  will  grudge  to  her  any 
windfall  that  may  come  her  way. 

But  the  arrangement  is  obviously  a  makeshift  without  finality. 
If  wages  are  to  be  regulated  by  the  State,  who  can  suppose  that 
its  interference  will  be  limited  to  those  trades  where  both  sexes 
work?  Obviously  this  would  give  the  employer  the  strongest 
inducement  to  eliminate  one  sex  or  the  other,  so  as  to  be  free 
from  control.  If  State  regulation  is  extended  to  all  trades,  upon 
what  is  the  standard  laid  down  to  be  based?  Can  one  justify 
levelling  up  women's  wages  to  men's  in  trades  where  they  both 
work,  while  keeping  them  on  an  altogether  lower  scale  in  wholly 
feminine  trades  of  equivalent  difficulty? 

Is  there  not  a  more  excellent  way?  The  one  thing  that  might 
conceivably  reconcile  the  woman  worker  to  a  continuance  of  the 
present  limitations  upon  her  industrial  opportunities,  to  meagre 
earnings  and  to  monotonous  work,  would  be  the  belief  that  her 
sacrifice  was  a  necessary  part  of  a  social  system  upon  which  the 
maintenance  of  family  life,  the  welfare  of  future  generations, 
depend.  For,  after  all,  the  majority  of  women  workers  are  only 
birds  of  passage  in  their  trades.  Marriage  and  the  bearing  and 
rearing  of  children  are  their  permanent  occupations.  But  when 
we  turn  our  eyes  from  the  industrial  world  to  the  homes  of  the 
workers,  is  the  spectacle  of  what  we  find  there  one  that  arouses 
much  enthusiasm  for  the  preservation  of  the  existing  order?  The 
arrangement  by  which  the  most  fundamental  necessity  of  the 
State,  the  necessity  for  its  own  reproduction,  is  left  to  haphazard 
individual  eflFort  is  so  ancient  and  universal  that  most  people  never 
think  of  questioning  it.  But  in  this,  as  in  other  spheres,  the 
War  has  taught  us  that,  where  national  interests  are  at  stake,  go- 
as-you-please  methods  may  be  too  dearly  paid  for.  There  is  so 
inuch  futile  prattle  about  child-welfare  and  the  subject  is  so 
attractive  to  sentimentalists  and  amateurs  that  the  real  student 
tends  to  shy  away  from  it.  But  the  question  of  child  supply,  its 
quantity  and  quahty,  is  surely  at  least  as  well  worth  serious  con- 
sideration as  the  question  of  wheat  supply.  Can  anyone  who 
thinks  about  it  seriously  defend  the  system  which  makes  the  re- 
oauneration  of  all  the  services  connected  with  that  most  impor- 
^t  supply  dependent  upon  and  subsidiary  to  the  remuneration  of 
*  quite  different  and  irrelevant  set  of  services,  those  of  the  indus- 
Wal  workers?  Consider  what  happens  in  the  average  working- 
class  family. 

No.   106.— VOL,   XXVU.  P 
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The  wage-earning  capacity  of  a  man  in  the  unskilled  and  the 
less  skilled  trades  and  in  all  occupations  mainly  dependent  on 
physical  force,  reaches  its  maximum  when  he  is  still  quite  young, 
often  before  he  is  married.  As  a  bachelor  his  income  affords 
an  ample  margin  for  his  pleasures.  When  he  marries,  what  has 
sufficed  for  one  has  to  suffice  for  two;  as  children  come,  it  has 
to  suffice  for  three,  four,  five,  for  as  many  children  as  he  chooses 
to  have.  This  has  several  alternative  results,  all  of  them  bad. 
At  the  best,  husband  and  wife  restrict  more  and  more  closely  their 
personal  expenditure,  till  all  but  bare  necessities  have  been  given 
up.  As  each  child  is  born,  a  bit  is  pinched  off  the  share  of  its 
elders  in  order  to  make  a  portion  for  the  newcomer.  If  the 
husband  is  selfish,  it  is  the  wife  and  children  who  do  all  the 
pinching.  In  an  assembly  of  married  working  women  one  can 
usually  pick  out  at  a  glance  which  is  the  mother  of  a  first  baby. 
She  is  well  clad  and  comely ;  the  baby  kept  "like  a  little  prince." 
As  the  claims  on  her  money  and  time  increase,  her  standard  must 
be  lowered.  The  home  is  less  well  kept,  the  children  are  worse 
fed,  worse  clad^  and  worse  disciplined.  She  herself  becomes 
anxious  and  haggard  or  coarsened  and  indifferent.  There  are 
miracle-working  members  of  large  families  of  whom  all  this  is 
untrue,  but  they  are  a  minority. 

Those  married  couples  who  are  cautious  and  self-regarding 
meet  the  difficulty  in  another  way  :  by  restricting  the  number 
of  their  children.  The  rapid  growth  in  the  practice  of  limiting 
families  has  attracted  much  public  attention  lately,  But  its 
quantitative  effect  is  not  the  most  serious.  It  seems  quite 
plain  that  while  the  upper  middle  and  upper  working 
classes  are  practising  rigid  restriction,  the  strata  below  them, 
including  the  whole  slum  population,  are  multiplying  as  freely  as 
ever,  while  the  health  authorities  combined  with  private  benevo- 
lence do  just  enough  to  keep  the  slum  babies  alive,  but  not  enough 
to  keep  them  Healthy.  Hence  we  are  as  a  nation  recruiting  the 
national  stock  in  increasing  proportion  from  those  who  have  sunk 
into  the  lowest  strata  because  they  are  physically,  mentally,  or 
morally  degenerate. 

Even  in  the  normal  household,  therefore,  when  wife  and 
children  get  their  fair  share  of  the  husband's  wage,  there  is  no 
guarantee  that  that  share  is  adequate  for  healthy  mamtenance, 
and  the  system  seems  irrational.  Pharaoh  compelled  the 
Israelites  to  make  bricks  without  straw,  but  even  he  did  not 
double  the  quota  of  bricks  exacted  each  day  without  allowing 
any  increase  in  the  supply  of  clay. 
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The  worst  feature  of  the  system,  however,  is  that  it  provides 
no  guarantees  that  wife  and  children  shall  receive  their  fair  share 
of  the  wage  which  the  husband  earns  nominally  in  respect  of  his 
own  exertions  alone,  though  really,  if  the  reasoning  of  this  paper 
be  correct,  upon  the  hypothesis  of  their  existence.     Law  and 
custom  encourage  him  in  the  belief  tliat  the  money  is  his  own, 
and  Englishmen  are  strong  in  the  conviction  that  a  man  has  a 
right  to  do  what  he  likes  with  his  own.     Unless  he  carries  neglect 
BO  far  as  to  bring  upon  himself  the  attentions  of  the  S.P.C.C.  oi 
to  provoke  his  wife  to  demand  a  separation,  he  is  subject  to  no 
pressure  even  from  public  opinion,  and  as  selfishness  and  self- 
indulgence  are  tolerably  common  failings  in  all  classes,  the  pro- 
portion of  families  where  this  freedom  is  abused,  though  no  doubt 
it  represents  a  minority  of  the  population,  is  still  an  exceedingly 
substantial  minority. 

AH  experienced  social  workers  and  all  persons  whose  profes- 
sional work  brings  them  into  intimate  contact  with  the  homes 
of  the  people  know  how  much  of  the  premature  old  age,  the 
chronic  ancemia  and  ailments  of  the  women,  the  mal-nutrition 
and  physical  or  mental  degeneracy  of  the  children,  is  due  to  this 
cause. 

Many  observers,  while  admitting  the  defects  of  the  present 
system,  appear  to  think  that  any  attempt  to  disturb  it,  to  relieve 
men  from  the  financial  responsibility  of  the  maintenance  of  their 
families,  or  to  release  wives  from  total  dependence  on  their  hus- 
bands, would  undermine  parental  affection  and  destroy  the 
sanctity  of  family  life.  It  may,  however,  be  doubted  whether  the 
bonds  between  parents  and  children,  husbands  and  wives,  are 
really  dependent  to  any  considerable  extent  upon  the  financial 
relations  between  them.  There  seems  no  reason  to  suppose  that 
tbe  custom  of  marriage  settlements  in  the  middle  and  upper 
classes  injures  the  marital  relation,  while  there  can  be  no  doubt, 
J  think,  in  the  minds  of  any  who  have  had  much  to  do  with 
^Jiiarried  women  of  the  working-class,  that  friction  about  money 
«^  bitter  resentment  when  they  are  unable  to  satisfy  the  needs 
of  their  children  because  of  the  selfishness  or  thoughtlessness  of 
their  husbands  have  in  many  of  them  effectually  destroyed  affec- 
^Km  very  early  in  their  married  lives.  During  the  war  many  of 
^hese  women  have  tasted  for  the  first  time  the  sense  of  security, 
^  ease  and  dignity  that  comes  from  the  enjoyment  of  a  settled 
"^me,  proportioned  to  the  size  of  their  families  and  paid  directly 
to  themselves.  It  will  be  interesting  to  see  how,  when  the  war 
^  over,  they  will  take  the  restoration  of  pre-war  conditions.    It 
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is  not  pleasant  to  reflect  how  many  prototypes  there  are  of  the 
two  women  in  Tunch  who  "did  not  think  the  war  would  last 
long ;  it  was  too  good  to  last."  Let  every  man  who  blames  them 
imagine  what  it  would  be  like  to  be  absolutely  dependent  upon  the 
whim  of  one  human  being,  not  only  for  every  penny  which  he 
spent  on  himself,  but  for  all  the  tools  and  materials  for  carrying 
out  his  work  in  life. 

It  is  outside  the  scope  of  the  present  article  to  consider  what 
should  be  the  basis,  the  scale,  and  the  machinery  of  any  system 
by  which  the  State  should  take  upon  itself  the  prime  cost  of 
rearing  future  generations.  It  might  be  done  through  a  continu- 
ance of  something  resembling  the  present  system  of  separation 
allowances,  which  provides  for  the  upkeep  of  individual  homes. 
The  allowance  might  be  on  a  flat  rate— so  much  for  the  woman 
and  so  much  for  each  child;  or  it  might  be  dependent  to  some 
extent  on  the  amount  of  the  allotment  made  by  the  man  from 
his  pay.  Or,  again,  our  system  of  elementary  schools  might  be 
developed  into  day  boarding-schools,  where  children  were  fed  and 
clad  as  well  as  taught,  and  could  enjoy  organised  play.  In  *"^ 
upper  and  middle  classes,  practically  every  parent  who  can  afford 
it  either  commits  his  children  to  such  schools  or  sends  them 
altogether  away  from  home.  Yet  it  is  commonly  assumed  that 
the  discipline  of  the  ordinary  working-class  home  and  the  play- 
ground of  the  streets  are  suflScient  for  the  working-class  child, 
and  when  the  results  are  bad  the  over-driven  mother  is  blamed. 

Whatever  system  were  adopted,  it  is  probable  that  a  large  pro- 
portion of  the  husbands  would  desire  to  supplement  the  Govern- 
ment provision,  and  consequently  "having  families  to  keep 
would  still  exert  an  upward  pull  on  the  wages  of  men  as  compared 
with  those  of  women.  The  potentialities  of  individual  spending 
are  for  both  sexes  so  great  that  it  is  pretty  certain  that  both  would 
continue  to  struggle  for  as  high  wages  as  they  could  get,  and 
would  invoke  all  the  resources  of  trade  unionism  and  political 
influence  to  enforce  their  claims.  But  the  main  reason  for  the 
differentiation  in  wages  between  the  two  sexes  having  disappeared, 
competition  between  them  that  was  at  once  free  and  fair  would 
be  for  the  first  time  possible,  and  the  services  of  women — not  only 
in  industry,  but  m  the  home — would  be  remunerated  on  their 
merits. 

Eleanor  F.  Eathbonb 
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The  Financid  Systetn  of  the  United  Kingdom,  By  Henry  Higgs, 
C.B.  (London:  Macmillan  and  Co.  1914.  Pp.  x  +  218. 
Price  6^.  net.) 

The  System  of  National  Finance,  By  E.  Hilton  Young,  M.P. 
(London:    Smith    and   Elder.     1915.     Pp.    x  +  364.      Price 

75.  6d.) 

Fifty  Years  of  the  Exchequer  and  Audit  Departments  Act. 
Memorandum  by  the  Comptroller  and  Auditor-General. 
(London  :    Wyman  and  Sons.    1916.    Pp.  12.     Price  l|d.) 

Lv  addition  to  their  general  merits,  these  works  have  a  special 
value  as  affording  a  clear  and  complete  account  of  the  machinery 
bj  which  the  British  financial  system  was  kept  in  effective  working 
in  normal  times.  They  are,  in  American  phraseology,  ante-bellum 
in  character.  Taken  together,  they  enable  the  reader  to  regard 
the  subject  from  different  points  of  view. 

The  strictly  official  attitude  of  the  **  Memorandum  "  is  sup- 
ported, but  developed,  by  the  commentary  which  Mr.  Higgs  pre- 
fixes to  his  collection  of  documents,  and  a  lighter  tone  is  given 
in  the  successive  chapters  of  Mr.  Young's  well-written  book. 

Appearing  just  at  the  time  when  the  old  and  well-established 
order  of  things  financial  seems  to  be  submerged  by  the  inundation 
of  war,  they  have  an  historical  as  well  as  a  scientific  importance. 
They  exhibit  in  definite  form  the  essential  conditions  wKch  have 
moulded  the  form  and  structure  of  British  finance. 

The  student  of  the  foreign  literature  on  finance  would  place 
Mr.  Higgs*s  and  Mr.  Young's  books  under  the  head  of  writings  on 
*'The  Budget";  but  such  a  technical  title,  though  perfectly 
correct,  would  certainly  have  scared  English  readers  away.  Both 
writers  give  the  conception  of  the  Budget  a  prominent  place.  Mr. 
Higgs  defines  it  as  "the  estimated  balance-sheet  of  the  revenue* 
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and  expenditure  of  the  financial  year"  (p.  37).  To  Mr.  Young 
it  is  "the  plan  of  campaign  to  raise  revenue  to  meet  the  estimated 
expenditure"  (p.  41),  and  this,  he  later  on  declares,  is  "the  pith 
and  centre  of  the  year's  finance  "  (p.  74).  Round  this  central  point 
are  grouped  the  various  processes  that  make  up  the  recurring  series 
of  financial  work.  We  are  led  on  from  the  "estimates,"  which 
begin  in  the  many  Government  departments,  to  their  concentra- 
tion and  presentation  to  Parliament,  their  embodiment  in  the 
Finance  Bill,  and  finally  to  the  application  of  the  funds  to  their 
proper  purpose  under  the  check  of  the  agencies  for  appropriation 
and  verification.  Mr.  Young,  with,  perhaps,  some  departure  from 
the  strict  limits  of  his  subject,  gives  a  chapter  to  the  collection 
of  revenue,  and  with  greater  justification  both  writers  explain  the 
functions  of  the  Bank  o!  England  in  the  business  of  managing  the 
national  finances. 

Among  the  broad  results  that  are  established  and  made  plain 
in  these  studies  the  most  important  is  the  power  of  Parliament, 
or,  more  accurately,  the  House  of  Commons,  in  the  ultimate 
control  of  financial  action.  The  constitutional  theory  of  Parlia- 
mentary supremacy  receives  effective  illustration  from  the  several 
stages  of  the  annual  financial  proceedings.  In  the  documents 
collected  by  Mr.  Higgs,  Acts  of  Parliament  and  Standing  Orders 
of  the  Commons  form  much  the  larger  ^art.  It  is  through  the 
vigilance  of  critics  in  the  House  and  the  necessity  of  satisfying 
their  claims  that  there  has  been  gradually  shaped,  not  the  most 
logical,  but  in  practice  the  best  financial  organisation  in  the  world. 
We  must,  however,  keep  in  mind  the  slowness  of  this  develop- 
ment. Each  part  of  the  machinery  has  had  its  own  changes  and 
adjustments  in  order  to  bring  it  into  proper  shape. 

Thus  the  methods  of  securing  due  accountability  for  Ihe 
application  of  the  various  portions  of  the  revenue  to  the  purposes 
for  which  they  had  been  assigned  by  Parliament  were  long  in  a 
very  imperfect  condition.  In  his  chapter  on  "Appropriation  and 
Audit"  Mr.  Young  explains  that  "it  was  not  until  at  least  a 
century  after  the  time  at  which  Parliament  established  its  right 
to  appropriate  that  it  woke  up  to  the  inadequacy  of  a  formal  appro- 
priation to  secure  its  purpose,  unless  it  exercised  some  control  over 
the  actual  expenditure.  During  the  first  half  of  the  nineteenth 
century  it  was  becoming  clear  to  financial  reformers  that  the 
active  enforcement  of  the  appropriation  of  grants,  even  after  they 
had  been  released  from  the  control  of  Parliament  for  the  use  of 
the  spenders,  was  a  necessary  coping-stone  of  the  structure  of 
Parliamentary  control  over  finance.     The  financial  genius  of  Glad- 
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stone  gave  the  principle  clear  expression.  *  It  is  undoubtedly  the 
bosiness  of  the  House  of  Commons/  he  said,  '  to  be  responsible, 
not  only  for  the  inception  of  all  public  expenditure,  but  also  to 
follow  money  raised  by  taxation  until  the  last  farthing  is  accounted 
for'"  (pp.  147-8). 

In  his  Financial  Reform,  published  in  1830,  Sir  H.  Parnell 
exposed  the  abuses  in  the  methods  of  audit ;  but  thorough  reform 
was  not  attained  until  1866  by  the  passing  of  the  Exchequer  and 
Audit  Departments  Act,  which  occupies  the  place  of  honour  in 
Mr.  Higgs's  collection  of  documents,  and  is  the  text  on  which  Sir 
H.  J.  Gibson's  Memorandum  is  the  comment.  "This  was,"  the 
latter  tells  us,  "the  last  of  a  series  of  great  financial  reforms  that 
marked  the  middle  of  the  la^t  century.  Besides  giving  legislative 
sanction  to  some  of  the  earlier  reforms,  the  Act  gave  Parliament  a 
real  control  over  public  expenditure  by  directing  that  accounts  of 
all  Supply  Votes,  as  well  as  of  the  issues  frona  the  Consolidated 
Fund  for  services  charged  directly  on  the  Fund,  should  be  audited 
and  reported  on  by  an  officer  independent  of  the  Executive  Govern- 
ment, the  Comptroller,  and  Auditor-General,  and  that  the  accounts 
with  his  reports  should  be  laid  before  the  House  of  Commons" 
(p.  2). 

The  extension  of  this  system  of  supervision  to  various  out- 
lying departments  and  its  improvement  by  more  effective  provi- 
sions for  the  application  of 'the  control  is  traced  in  th<B  Memoran- 
dum. In  particular,  the  work  of  the  Public  Accounts  Committee, 
both  as  to  the  improvement  of  forms  of  account  and  classification 
and  in  later  years  as  to  the  merits  of  expenditure  without  trenching 
(HI  questions  of  policy,  is  emphasised.  The  steps  in  the  develop- 
ment of  such  a  convenient  system  of  financial  control  are  the  out- 
come of  the  special  conditions  of  English  Parliamentary  life. 
They  stand  in  remarkable  contrast  to  the  Continental  methods 
developed  under  French  influence.  A  discussion  of  the  differences 
would  form  an  instructive  supplement  to  the  treatment  of  the 
English  system  by  the  writers  that  we  are  reviewing. 

Many  technical  problems  of  financial  organisation  come  up  for 
treatment.  The  circumstances,  e.g.,  under  which  a  transfer  of 
funds  from  one  vote  to  another  is  admissible — what  is  known  to 
French  financial  students  as  a  virement,  a  convenient  term 
adopted  by  both  Sir  H.  J.  Gibson  and  Mr.  Higgs— are  explained 
»t  some  length  by  Mr.  Young,  who  shows  the  use  of  the  Treasury 
sanction  for  the  adjustment  on  Army  and  Navy  Votes. 

More  interesting  than  these  minutiee  of  financial  practice  is 
the  financial  regulation  of  the  modes  of  State  borrowing.     In 
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accordance  with  his  deliberately  imposed  limitations,  Mr.  Higgs 
tersely  sets  forth  the  provisions  regulating  the  National  Debt  in 
its  different  forms  (pp.  57-63  and  89-94)  without  comment  or 
criticism.  No  less  than  three  chapters  are  given  by  Mr.  Young 
to  the  subject  of  "Debt."  In  the  case  of  floating  debt  a  nice 
gradation  is  indicated.  "When  the  Government  needs  a  loan  for 
a  few  days  or  weeks,  it  gets  an  advance  from  the  bank.  When 
it  needs  it  for  a  few  months  it  borrows  on  Treasury  Bills.  When 
it  needs  it  for  a  few  years  it  borrows  on  Exchequer  Bonds.  When 
it  needs  the  loan  for  a  long  term  of  years,  and  wants  to  make  sure 
of  repaying  it,  there  is  another  way  in  which  it  can  raise  the 
money,  and  that  is  by  what  is  called  a  Terminable  Annuity  " 
(p.  264). 

Very  recent  experience  proves  that  there  is  still  another  form 
in  what  has  been  called  the  "limited  option"  loan,  such  as  the 
great  British  loans  of  the  present  war.  The  same  striking  instance 
tends  to  show  that  the  distinction  between  the  floating  and  the 
funded  debt  is  really  one  of  degree,  and  need  not  be  unduly 
pressed.  The  essential  point  is  to  secure  that  a  large  block  of 
debt  should  not  mature  for  payment  at  an  inconvenient  time. 

Mr.  Young's  experience  as  a  "City  editor"  has  led  him  to 
notice  the  influence  on  the  money  market  of  Government  dealings 
with  the  debt.  "Money  in  the  hands  of  the  Government  ...  is 
money  that* is  lying  idle.  The  more  the  Government  has,  the  less 
there  is  to  use  in  trade  and  commerce.  For  the  sake  of  trade  it  is 
good  that  the  Government's  balances  should  be  as  small  as  pos- 
sible, and  the  way  for  the  Government  to  make  them  as  small  as 
possible  is  for  the  departments  to  make  their  disbursements  as 
soon  as  they  can  after  they  have  got  money  to  make  them  with, 
and  to  invest  as  promptly  as  they  can  any  funds  on  deposit  and 
any  other  money  for  which  they  have  no  immediate  use  "  (p.  302). 
This  diflSculty,  which  so  hampered  the  American  market  through 
the  system  of  the  Independent  Treasury,  is  very  much  reduced  by 
the  agency  of  the  Bank  of  England,  and  could  probably  be  more 
so  if  the  times  of  payment  were  precisely  fixed.  Some  incon- 
venience cannot  be  avoided,  especially  in  great  loan  transactions, 
such  as  those  of  the  present  time. 

The  critical  student  of  public  finance  will  naturally  regard 
.  Mr.  Higgs  as  furnishing  the  clearest  and  most  concise  account 
of  the  formal  side  of  the  British  system.  The  position  of  the 
author  gives  a  quasi-official  character  to  his  exposition  of  financial 
procedure.  The  mode  of  treatment  is  necessarily  dry ;  Treasury 
minutes  are  recognised  as  being  entitled  to  be  treated  with  due 
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and  proper  solemnity.  The  author*s  claim  **to  be  useful"  is 
abundantly  justified. 

Mr.  Young  has  not  inherited  the  Treasury  tradition.  He  rather 
adheres  to  that  which  Bagehot  founded,  and  which  is  now  repre- 
sented by  Mr.  Hartley  Withers.  He  is  not  in  the  least  afraid  of 
popular  language.  Nor  is  he  overawed  by  the  dignity  even  of  the 
Committee  of  Public  Accounts.  **If  the  Committee,'*  he  tells  us, 
"has  censured  something,  the  Treasury  communicates  the  censure, 
adds  its  own,  and  tells  the  department  that  it  must  not  happen 
again.  It  is  common  indeed  to  find  an  opinion  expressed  with 
judicial  mildness  by  the  Committee  enforced  with  far  stronger 
language  by  the  Treasury  in  communicating  it  to  the  department. 
Where  the  Committee  has  roared  as  mildly  as  a  sucking  dove,  the 
Treasury  roars  like  a  Libyan  lion"  (p.  154). 

In  short,  the  ordinary  citizen  who  is  curious  about  matters  of 
State  finance  will  prefer  to  learn  from  Mr.  Young.  Should  he 
take  Mr.  Higgs  as  his  guide  he  will  get  correct  information,  as, 
e.g.,  in  the  following  passage  : 

"The  Budget  speech  is  made  in  Committee  of  Ways  and 
Means— which  is,  as  already  stated,  a  Committee  of  the  whole 
House — and  as  soon  as  possible  after  its  completion  the  Com- 
mittee is  asked  to  vote  the  necessary  resolutions.  The  majority 
of  taxes  rest  upon  permanent  statutes,  but  in  order  to  ensure 
adequate  control  by  the  House  of  Commons,  two  taxes — one  an 
indirect  tax,  the  Tea  Duty,  and  one  a  direct  tax,  the  Income  Tax 
—are  of  only  annual  duration.  The  Tea  Duty  runs  from  the  1st 
July,  and  the  Income  Tax  from  the  6th  April  in  each  year  "  (p.  40). 

How  Mr.  Young  deals  with  the  same  matter  may  be  seen  by 
referring  to  pp.  74-5  of  his  book. 

Each  author  has  done  his  work  well  in  his  own  way,  and  the 
reader  of  both  can  hardly  fail  to  realise  not  only  the -leading 
features,  but  even  the  smaller  details,  of  the  British  system  of 
finance  as  it  stood  in  July,  1914.  He  will  also,  we  believe,  feel 
that  the  structure  rested  on  a  thoroughly  sound  and  enduring  basis. 

C.  F,  Ba STABLE 
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Industrial  Fatigue. 

First  and  Second  Interim  Reports  to  the  Home  Office  on  an 
Investigation  of  Industrial  Fatigue  hy  Physiological  Methods. 
By  A.  F.  Stanley  Kent,  M.A.,  D.Sc.  [Cd.  8056  and  8335.] 
(Pp.  34  and  76.    Price  4:id.  and  Is.  6d.) 

In  the  two  years  and  a  half  that  have  elapsed  since  the  publi- 
cation in  the  Economic  Journal  of  June,  1914,  of  Mr.  Kams- 
bottom's  article  on  "Industrial  Fatigue,"  progress  in  the  means  of 
knowledge  on  this  subject  has  been  rapid.  The  Committee  of 
the  British  Association  have  published  two  "interim"  yet  longish 
reports,  the  first  embodying  much  American  material  till  then 
unknown  in  England;  the  Health  of  Munition  Workers'  Com- 
mittee have  published  several  informative  memoranda,  notably 
No.  7,  "Industrial  Fatigue  and  its  Causes,"  and  No.  12,  "Statisti- 
cal Information  concerning  Output  in  Eelation  to  Hours  of 
Work,"  collected  by  Dr.  H.  M.  Vernon ;  and,  finally.  Dr.  Stanley 
Kent  has  presented  two  interim  reports  to  the  Home  Office,  "On 
an  Investigation  of  Industrial  Fatigue  by  Physiological  Methods." 

With  a  common  aim,  these  different  investigations  have  not 
pursued  the  same  methods.  The  Health  of  Munition  Workers' 
Committee  have  used  the  decrease  of  output  as  the  main  test  of 
fatigue,  while  the  British  Association  Committee  have  also  used 
the  increase  in.  accidents  test.  In  his  first  report  Professor  Kent 
confined  himself  to  "physiological"  tests  of  fatigue,  but  in  his 
second  report  he  has  added  such  "industrial "  tests  as  the  decrease 
of  output  and  the  increase  of  lost  time  to  his  original  physiological 
methods.  These  methods  are  fully  described  in  Professor  Kent's 
first  report,  but  such  of  them  as  he  considered  worth  using  for  his 
second  report  are  reducible  to  tests  of  the  quickness  of  response 
to  a  stimulus  (reaction-time  test)  or  to  tests  of  the  acuity  of  eyes 
in  distinguishing  letters  or  of  ears  in  catching  the  ticking  of  watch 
(special  senses  test)  or  else  to  such  purely  physiological  tests  as 
the  blood-pressure.  "  In  view  of  the  simplicity  of  application  and 
consistency  in  results  obtained,"  it  is  to  the  special  senses  tests 
that  Professor  Kent  attaches  most  value.  (First  Eeport,  p.  16.) 
These  physiological  tests  lie  midway  between  purely  laboratory 
"experiments  "  and  pure  observations  of  "industrial"  events  (out- 
put, accidents,  or  lost  time).  Though  the  acts  that  Professor 
Kent  tested  (e.g.,  the  distinguishing  of  letters)  did  not  form  part 
of  the  industrial  life  of  the  individual  subjects  tested,  yet  these 
subjects,  at  any  rate,  were  workmen  just  arriving  at  or  leaving 
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the  factory  or  the  mine  ;  they  were  not  laboratory  cats  under  glass- 
cases.  Moreover,  the  acuity  of  eyes  and  the  quickness  of  response 
—if  not  the  other  tests — are  very  important  elements  of  several 
common  industrial  operations,  that  of  attending  and  controlling 
machines,  for  instance. 

The  conclusions  reached  by  Professor  Kent  cover  a  very  wide 
pound.    He  has  investigated  "periodic"  fatigue  as  the  British 
Association  has  done ;  he  has  compared  the  degree  of  fatigue  pro- 
duced by  working  longer  or  shorter  hours,  as  is  done  in  Memoran- 
dum No.  12  of  the  Health  of  Munition  Workers'  Committee ;  and 
he  has  also  combined  the  two  types  of  investigation  by  tracing  the 
effect  of  long  hours  on  the  efficiency  of  the  different  working 
periods.     Accumulated  fatigue — such  fatigue  as  is  not  relieved 
by  the  periodic  rests  of  industrial  life,  when,  for  instance,  though 
the  hours  of  work  are  not  altered  the  workers  begin  again  every 
Monday  a  little  more  fatigued  than  on  the  Monday  before — Pro- 
fessor Kent  has  not  yet  tackled.    Yet  socially  it  is  by  far  the  most 
serious  type  of  fatigue,  and  the  physiological  methods  of  Professor 
Kent  seem  pre-eminently  adapted  to  its  measurement. 

Under  the  term  '*  periodic  fatigue  "  may  be  placed  the  diminu- 
tion of  working  capacity  during  the  course  of  the  three  regularly 
repeated  working  periods  of  English  industry  :  the  spell,  the  day, 
ftnJ  the  week.  Spell  fatigue  is  mainly  the  effect  of  continuous 
strain  till  relieved  by  a  meal-break,  and  was  investigated  by  the 
British  Association  Committee  by  recording  the  output  or  acci- 
dents for  every  hour  of  the  spell,  and  noting  any  fall  in  the  former 
or  rise  in  the  latter ;  but  Professor  Kent  confines  himself  to  the 
investigation  of  daily  and  weekly  fatigue.  Not  only  the  industrial 
tests,  such  as  the  record  of  the  output  for  each  spell,  but  all  the 
sample  tests  displayed  of  the  workers'  condition  before  and  after  a 
day's  work,  yield  the  following  striking  results.  (Second  Eeport, 
p.  43.) 

"Where  the  factory  day  consists  of  four  working  periods, 
output  is  low  during  two  of  these,  viz.,  the  early  morning  period 
and  overtime." 

Professor  Kent  unfortunately  does  not  summarise  the  propor- 
tions numerically,  but  a  personal  calculation  from  a  long  set  of 
obseri^ations  will  sliow  that,  reckoning  the  rate  of  output  of  the 
middle  periods  of  the  day  as  100,  the  before  breakfast  spell  rate 
and  the  overtime  rate  among  certain  lint  and  boracic  lint  packers 
as  a  whole  is  only  90  and  79'5  respectively. 

"The  unsatisfactory  output  of  the  early  morning  period  (before 
breakfast)  is  due  partly  to  loss  of  co-ordination.     It  appears  to 
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depend  also  upon  la<3k  of  rest,  lack  of  food,  and  general  discom- 
fort. These  things  arise  indirectly  from  excessive  hours  of 
labour." 

"The  unsatisfactory  output  of  the  overtime  period  is  due  to 
fatigue." 

"The  lowest  output  of  the  day  is  often  found  in  the  early  morn- 
ing period  at  the  beginning  of  the  v^eek  and  in  the  period  of 
overtime  at  the  week's  end." 

As  regards  the  output  of  different  days  of  the  week,  Professor 
Kent  emphasises  the  frequency  of  a  low  output  on  Monday  and  a 
high  output  on  Saturday.  The  low  output  he  attributes,  as  in  the 
case  of  the  before  breakfast  spell,  to  a  loss  of  "practice,"  or,  in  his 
own  words,  to  a  "loss  of  the  special  co-ordination  which  resulted 
from  the  prolonged  performance  of  a  particular  set  of  actions  "  (p. 
35),  the  high  output  to  "the  anticipation  of  the  wedc-end  rest "  (p. 
27).  It  is  interesting  to  note  that  both  these  influences  are  found 
also  to  affect  the  rate  of  accident,  which  is  high  on  Monday  and 
low  in  the  hour  before  a  meal-break.  Indeed,  the  importance  of 
"anticipation"  was  first  suggested  by  the  hourly  accident  record. 

Under  the  term  "comparative"  fatigue  studies  may  be  placed 
all  investigations  of  the  effect  of  varying  the  length  of  working 
time,  the  classical  example  of  which  is  Abbe's  experiment  m 
reducing  the  hours  at  the  Zeiss  Optical  Works.  Professor  Kent 
has  compared  the  rate  of  output  when  all  four  spells  are  worked, 
when  overtime  is  dropped,  and  when  both  overtime  and  the  spell 
before  breakfast  are  dropped — all  other  circumstances  remaining 
the  same.  His  conclusions  should  be  taken  to  heart  by  all  busi- 
ness men-^and  those  for  whom  they  contract.  To  take  only  one 
example,  the  actual  total  output  of  three  bobbin-winders  was 
found  to  be  greater  when  working  ten  hours  a  day  than  when 
working  twelve  hours  a  day  by  more  than  5  per  cent,  (p,  40). 

Combining  "periodic"  and  "comparative"  studies,  Professor 
Kent  finds  that  "during  the  middle  periods  of  the  day  output  is 
normally  high,  but  is  lowered  by  the  working  of  overtime.  This 
.diminution  is  often  so  great  that  the  total  daily  output  is  less 
when  overtime  is  worked  than  when  it  is  suspended.  Thus  over- 
time defeats  its  own  object."  The  average  rate  of  output  of  eight 
winders  for  the  two  middle  periods  of  the  day  when  overtime  and 
the  before  breakfast  spell  were  worked  was  264  bobbins  per  hour ; 
when  overtime  was  abolished  it  was  269 ;  when  the  before  break- 
fast spell  was  abolished  too  it  rose  to  297'5,  and  when  this  spell 
was  reintroduced  it  fell  to  251  (p.  43). 

As  to  means  of  preventing  fatigue  besides  the  elimination  of 
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overtime  and  Sunday  labour,  which,  to  use  a  medical  phrase,  is 
80  clearly  "indicated"  by  the  periodic  and  comparative  studies 
cited  above.  Professor  Kent  calls  attention  to  the  high  degree  of 
recovery  during  pauses,  to  the  difficulty  of  physiological  adjust- 
ment when  shifts  change  over  as  often  as  every  week,  to  the 
workers*  own  power  of  "balancing  "  of  long  hours  by  a  low  speed 
of  work,  and  also  to  the  nutritive  value  of  the  food  taken  and  the 
method  of  taking  it.  There  is  a  table  (p.  47),  admirably  arranged, 
comparing  the  high  price  of  protein  as  found  in  the  fish  and  chips 
habitually  consumed  with  their  price  as  found  in  bread,  cheese, 
and  still  less  popular  foods.  Investigation  of  individual  output 
also  suggested  the  need  for  a  snack  before  coming  in  to  work  the 
before  breakfast  spell. 

The  presentation  of  Professor  Kent's  experiments  and  observa- 
tions is  commendably  detailed.  Particularly  interesting  and 
informative  are  the  charts  showing  both  the  "before  work"  and 
the  "after  work"  readings  (and  not  merely  the  difference  of  the 
two)  from  each  individual  physiological  test,  and  in  his  first 
repcHt  at  least  Professor  "Kent  has  not  shrunk  from  exposing  the 
high  deviations,  not  to  say  contradictions,  of  individual  readings, 
and  hence  the  inconclusiveness  of  any  average  for  the  group.  The 
necessary  detail,  too,  is  provided  about  the  condition  and  habits 
of  the  workers  tested,  though  an  economist  would  demand  fuller 
attention  to  the  method  of  remuneration  as  a  factor  influencing 
the  course  of  output  and  inversely  of  fatigue.  Workers  under  a 
time-wage,  such  as  the  lint  packers  (p.  32),  are  more  likely  to  flag 
only  because  they  feel  tired,  while  with  piece-workers,  like  the 
bobbin-winders,  the  day  before  "pay-day"  is  liable  to  upset  the 
finest  physiological  calculation. 

The  full  information  so  useful  to  the  student  is  not,  however, 
always  coupled  with  the  lucidity  essential  to  a  general  grasp  of 
the  situation.  The  absence  at  the  foot  of  many  of  the  output 
tables  of  grand  totals  and  averages  militates  against  any  popular 
quotation  of  the  figures  involved,  while  the  repeated  statements 
in  different  forms  of  the  same  records  leads  to  bewilderment  and 
^  over-emphasis  on  certain  portions  of  the  data.  Four  series 
o(  tables  in  different  parts  of  the  report,  covering  ten  whole 
'oolscap  pages  with  figures,  present  the  output  of  eight  bobbin- 
^ders  in  the  course  of  the  five  weeks  from  January  25th  to 
March  7th,  1916 ;  but  the  same  observations  on  four  of  the  winders 
are  used  twice  and  on  one  of  them  three  times,  while  the  observa- 
tions on  three  of  them  (Nos.  8,  10,  and  13)  are  included  in  all 
four  of  the  series  of  tables. 
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At  times  the  difficulty  is  not  merely  one  of  comprehension.  In 
the  physiological  part  of  the  Second  Keport  it  was  "found  impos- 
sible to  reproduce  all  the  results  obtained"  (p.  9),  but  instead  of 
average  results  being  presented  for  each  kind  of  test,  typical 
samples  only  are  vouchsafed  us,  "the  results  of  a  small  propor- 
tion of  the  many  hundreds  of  tests  carried  out"  (p.  15).  This 
is  hardly  scientific.  What  is  the  typical  case  is  not  decided  here 
by  its  approximation  to  a  statistical  average  or  mode,  but  admit- 
tedly by  a  personal  judgment.  It  is  to  be  hoped  that  in  his  next 
report,  to  which  we  can  all  look  forward,  Professor  Kent  will 
find  some  means  of  generalising  all  the  separate  observations  from 
each  type  of  test. 

P.  Saroant  Florence 


The  Black  Death. 

Oxford  Studies  in  Social  and  Legal  History.  Vol.  V.  The  Black 
Death.  By  A.  E.  Levett  and  A.  Ballard.  Rural  North- 
amptonshire  under  the  Commonwealth,  By  K.  Lennard. 
Price  12s.  6d.  net. 

In  two  directions  the  study  of  English  economic  history  has 
made  marked  advance  within  recent  years.  Apart  from  the  pub- 
lication of  a  great  mass  of  new  material,  the  methods  of  historical 
inquiry  have  changed  in  character.  Not  only  are  the  sources 
being  subjected  to  a  minute  and  accurate  investigation,  more 
scholarly  and  thorough  than  anything  attempted  by  the  older 
school  of  historians,  but  there  is  also  a  wider  perception  of  the 
danger  of  generalising  from  insufficient  data. 

Miss  Levett  has  produced  an  admirable  monograph,  which 
bears  on  every  page  of  it  traces  of  patient  and  untiring  research, 
and  inspires  confidence  by  the  obvious  care  and  judgment  with 
which  she  handles  and  interprets  her  evidence.  This  latest  con- 
tribution to  the  literature  of  the  Black  Death  is  bound  to  exercise 
a  permanent  and  beneficial  influence  upon  all  future  discussions  of 
the  subject. 

The  purpose  of  Miss  Levett's  inquiry  is  to  examine  the  effects 
of  the  i^lack  Death  upon  the  estates  of  the  Bishops  of  Winchester. 
As  the  materials  of  her  investigation  she  has  taken  "an  unrivalled 
series  "  of  Account  Bolls,  known  as  the  Pipe  Bolls  of  the  Bishops 
of  Winchester,  and  now  deposited  in  the  Public  Eecord  Office. 
The  Account  Rolls  reflect  the  economic  workings  of  manorial 


Digitized  by 


Google 


1917]  THE  BLACK  DEATH  79 

institutions,  and  are  therefore  more  useful  than  the  Court  Eolls, 

utilised  by  Jessopp,  which  portray  only  the  judicial  side.    In  the 

case  of  the  Winchester  estates  the  ministerial  accounts  extend 

over  two  to  three  centuries  (1208-1455),  and  embrace  some  sixty 

manors  in  the  south-west  of  England,  spread  over  six  different 

counties.    Miss  Levett  does  not  attempt,  of  course,   to  utilise 

the  whole  of  this  vast  material,  but  confines  herself  to  the  periods 

1346-1356  and  1376-1381 ;  while  the  manors  selected  for  examina-  I! 

tion  comprise  the   Hampshire  group  in  the   neighbourhood  of  y 

Winchester,  the  Taunton  group,  and  a  group  in  the  Thames 

Valley. 

The  first  chapter  consists  of  an  admirable  study  of  the  Account 
Rolls,  intended  to  illustrate  "the  normal  working  of  the  Bishop's 
estates  before  the  disturbing  influence  of  the  pestilence  was  felt." 
In  the  course  of  a  valuable  discussion  several  points  of  interest 
are  elucidated ;  and,  though  technical  in  character,  they  serve  as 
the  basis  upon  which  wide  and  far-reaching  generalisations  may 
be  built  up.  In  connection  with  the  Redditus  Assises,  Miss 
Levett  shows  that  (on  the  Hampshire  manors  at  any  rate)  the 
Bents  of  Assize  remained  approximately  fixed  between  1346  and 
1455  (Tables  I.-III.) ;  and  she  infers  that  they  "bear  no  relation 
to  the  commutation  of  services" — in  other  words,  the  money 
paid  by  the  customary  tenants  for  relaxed  services  was  not 
reckoned  as  part  of  the  fixed  rents.  TJ;iis  conclusion  seems  some- 
what too  precisely  stated ;  where  services  had  been  permanently 
commuted,  as  in  the  case  of  the  molmen,  we  should  expect  to 
faii  their  payments  included  in  the  ReddittLS  Assises.  But,  in 
any  case,  the  bearing  of  Miss  Levett's  contention  on  the  broader 
issues  of  manorial  history  will  be  at  once  apparent  to  those 
familiar  with  a  recent  attempt  ^  to  revive  the  exploded  theory  of 
Thorold  Eogers  that  the  commutation  of  services  was  far  advanced 
by  the  middle  of  the  fourteenth  century.  The  attempt  was  based 
on  utterly  untrustworthy  premises,  and  any  credit  it  may  have 
enjoyed  will  be  effectually  counteracted  by  Miss  Levett's 
arguments. 

On  the  subject  of  commutation  in  general  Miss  Levett  has 
some  sound  observations.  She  recognises  that  "to  sell  'works* 
is  not  at  all  equivalent  to  commuting  them"  (p.  32).  The  failure 
to  draw  this  necessary  distinction  has  given  rise  to  misleading 
notions  as  to  the  progress  of  commutation  before  the  Black  Death. 
Commutation  was  often  nothing  more  than  a  mere  temporary 

*  H.  L.  Qray,  The  CammtUaHon  of  Villein  Services,  in  English  Historical 
Jtniew,  xxix. 
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expedient  dictated  by  the  circumstances  of  the  moment,  and  not 
intended  as  a  permanent  arrangement ;  and  there  is  also  nothing 
to  show  on  what  principles  commuted  services  were  valued.  The 
term  "opus  "  comprehended  a  variety  of  meanings  :  it  might  mean 
the  work  of  a  whole  day,  or  the  work  of  half  a  day,  or  the  per- 
formance of  some  definite  agricultural  operation  (task-work). 
Moreover,  the  amount  of  money  derived  from  the  commutation 
of  services  "is  no  clue  whatever  to  the  area  of  land  freed  nor 
to  the  amount  of  wage-paid  labour  required  "  (p.  42).  With  regard 
to  the  fines  imposed  on  new  tenants.  Miss  Levett  shows  that 
there  is  no  evident  connection  between  the  fine  paid  by  a  holding 
and  its  acreage  or  valuation,  so  that  the  lack  of  certainty,  which 
is  a  prominent  feature  of  the  agrarian  history  of  the  sixteenth 
century,  was  already  the  rule  in  much  earlier  times  (p.50).  The 
list  of  fines  also  serves  to  disclose  the  fact  that  exchanges  of 
property  between  neighbouring  tenants  in  the  open  fields  were 
common  in  the  fourteenth  century.  The  owners  of  scattered 
farms  were  evidently  seeking  to  build  up  compact  holdings  and 
tjp  release  their  land  from  communal  restrictions. 

The  second  chapter,  in  which  Miss  Levett  examines  the  results 
of  the  Black  Death,  "as  measured,  not  by  rhetorical  lamentation, 
or  interested  petition,  or  paternal  legislation,  but  by  hard  cash 
and  definite  figures"  (p.  71),  constitutes  the  piice  de  resistance 
of  her  book.     The  immediate  effects  of  the  pestilence  upon  the 
Winchester  estates  were  often  considerable  :  whole  families  were 
sometimes  swept  away ;  tenements  were  left  on  the  lord's  hands 
vacant;  and  on  the  account  rolls  appears  again  and  again  the 
significant  entry  :  "Nothing,  because  he  was  dead."     On  the  other 
hand,  there  is  no  sign  whatever  of  complete  depopulation  or  chaos. 
To  quote  Miss  Levett's  own  summary  :  "  The  estates  of  the  Bishop 
of  Winchester  during  the  fourteenth  century  show  no  revolution 
either   in    agriculture  or  in  tenure  ...  no  period  of  anarchy 
follows  upon  the  appearance  of  the  Black  Death."    The  effects, 
in  short,  were  severe,  but  evanescent  and  short-lived,  and  there 
was  a  "rapid  return  to  the  status  quo  of  1348"  (p.  142).    The 
main  conclusions  set  forth  in  this  study,  and  supported  by  exact 
references  and  ample  statistics,  may  be  summarised  as  follows  : — 

(1)  It  is  impossible  to  determine  what  proportion  of  deaths 
occurred  on  each  manor.  The  population  of  a  manor  cannot  be 
estimated  from  the  ministers'  accounts;  and,  moreover,  the  mor- 
tality varied  widely  from  district  to  district  (pp.  75-81). 

(2)  However  much  the  population  may  have  decreased,  the 
survivors  were  able  to  meet  the  new  demands  made  upon  them ; 
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and  80  large  a  proportion  of  the  vacant  tenements,  thrown  on  the 
lord's  hands  while  the  plague  was  raging,  were  occupied  by  1351 
that  "the  manorial  organisation  was  maintained  almost  without 
alteration " ;  and  no  change  of  system  was  rendered  necessary 
(pp.  82-«6). 

(3)  Labour  services  were  not  seriously  affected  by  the  Black 
Death,  even  at  the  height  of  the  pestilence.  The  explanation 
seems  to  be  that  in  normal  times  only  a  portion  of  the  services 
owed  were  actually  demanded,  and  therefore  the  lord  had  a  reser- 
voir of  labour  to  draw  upon  in  times  of  stress  (pp.  66,  86-121). 
The  surplus  of  ordinary  years,  which  was  usually  sold  because 
it  was  not  needed,  covered  the  deficiencies  caused  by  the  pestilence. 
Thus  at  Nailesbourne  in  1348  the  number  of  "works"  performed 
was  581,  and  the  number  sold  was  3,924.  In  the  year  of  the 
plague  2,119  ** works"  were  accounted  "defects"  owing  to  the 
mortality  among  the  tenants ;  this  did  not  affect,  however,  the 

/  k  number  performed,  which  was  approximately  the  same  as  in  the 
previous  year ;  but  the  number  sold  was  now  only  1,774  (pp.  89, 
180). 

(4)  It  is  true  that  the  demand  for  hired  labour  was  stimulated, 
but  the  rise  in  wages,  however  considerable,  "bears  a  very  small 
proportion  to  the  usual  balance-sheet  of  the  manor " ;  and  the 
workmen  were  therefore  able  to  profit  by  the  situation  without 
the  lord  incurring  serious  loss.  "  The  lord  could  well  face  a  rise 
ol  50  per  cent,  in  the  total  wages  when  his  wages  bill  amounted 
to  only  £8  or  £12"  (p.  102).  In  any  case,  there  are  no  signs 
whatever  of  any  changes  in  the  methods  of  agriculture,  or  in  the 
organisation  of  the  manor,  as  the  result  of  a  shortage  of  labour. 
Examples  of  leases  are  rare — even  a  quarter  of  a  century  later  the 
practice  of  leasing  the  whole  demesne  or  farmmg  the  whole  manor 
^vas  almost  unknown  ;  nor  is  there  any  marked  movement  towards 
sheep-farming  (p.  130). 

(5)  As  regards  the  position  of  the  landlord,  the  actual  profits 
of  the  Bishop  of  Winchester  increased  rather  than  diminished 
during  the  two  years  of  the  pestilence.  The  source  of  this  increase 
waa  the  very  large  amounts  received  by  the  lord  from  the  heriots 
and  fines  paid  by  the  incoming  tenants.  At  Holway,  for  example, 
the  fines  mounted  up  from  £34  in  1348  to  £191  in  1349  (p.  171) ; 
Md  incidentally  these  entries  serve  to  show  that  there  was  no 
niin  of  the  countryside  or  collapse  of  the  manorial  organisation 
at  a  time  when  new  tenants  "were  able  to  find  large  sums  of 
ready  money  even  in  the  period  of  acutest  distress"  (p.  138). 

h  This  rapid  summary  does  not  cover  all  the  points  raised  in 
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Miss  Levett's  valuable  and  suggestive  essay ;  but  enough,  perhaps, 
has  been  said  to  indicate  the  striking  results  whkh  she  has 
attained  in  the  course  of  her  investigations.  Her  work  is  a  pro- 
test, and  a  successful  one,  against  the  facile  generalisations  in 
which  historians  have  too  freely  indulged  as  to  the  part  played 
by  the  Black  Death  in  the  break-up  of  the  manor.  Neverthe- 
less, we  believe  it  would  be  a  mistake  to  minimise  the  importance 
of  the  great  plague  as  a  factor  in  the  economic  evolution  of  this 
country.  Certainly  we  ought  not  to  regard  it  in  the  light  of  a 
red  thread  dividing  English  economic  history  into  separate  com- 
partments; but  it  was  none  the  less  an  economic  catastrophe 
of  supreme  importance.  The  chapter  which  has  been  added  to 
Miss  Levett's  monograph  by  Mr.  Ballard,  whose  untimely  death 
is  a  loss  to  English  historical  scholarship,  serves  to  remind  us 
that  in  some  parts  of  the  country  at  any  rate  the  Black  Death 
was  capable  of  producing  a  "cataclysmic  upheaval.*'  At  Witney, 
for  example,  two-thirds  of  the  population  were  swept  away ;  as  a 
result  there  was  not  sufiGicient  forced  labour  to  cultivate  the 
demesne,  the  wages  bill  was  multiplied  nearly  six-fold,  and  the 
profits  of  farming  the  manor  were  turned  into  losses.  The  lord 
was  therefore  driven  into  commuting  the  services  of  all  his 
tenants,  and  getting  rid  of  the  demesne  on  a  stock-and-land  lease  : 
in  short,  at  Witney  the  pestilence  marked  the  change  from  a 
"barter  economy  "  to  a  "coin  economy  "  (p.  203).  On  the  other 
hand,  the  manors  of  Brightwell  and  Downton  are  described  as 
"practically  unaffected  by  the  Black  Death";  here  the  lord 
retained  the  home-farm  in  his  own  hands  and  continued  to 
cultivate  it  with  servile  labour  (pp.  210,  216).  We  may  find  the 
explanation  of  the  contrast  in  "the  force  of  historical  psychology" 
or  in  "geographical  fatalism,"  or  in  "different  systems  of  estate 
management,"  or  in  "the  peculiarities  of  manorial  custom  " ;  but 
the  contrast  remains,  and  it  is  a  warning  against  the  teaching 
which  minimises,  as  it  is  against  the  dogmatism  which  magnifies, 
the  results  of  the  pestilence. 

Two  considerations  must  be  borne  in  mind  in  any  attempt 
to  generalise  from  the  statistics  with  which  Miss  Levett  has 
furnished  us.  In  the  first  place,  her  monograph  "is  professedly 
only  an  attempt  to  study  certain  local  effects  of  the  Black  Death  " 
on  a  group  of  manors  in  the  south-west  of  England ;  and  she  is 
amply  alive  to  the  fact  that  any  conclusions  based  exclusively  on 
the  evidence  of  the  Winchester  Pipe  EoUs  "may  justly  be  con- 
fronted with  dissimilar  evidence  drawn  from  other  groups  of 
manors  or  from  other  districts  "  (p.  142).    The  ecclesiastical  bodies 
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enjoyed  a  corporate  experiepce  denied '  to  private  landowners ; 
their  estates  were  organised  in  a  model  manner ;  and^ their  scientific 
methods  of  farm  management  were  well  calculated  to  offer  a 
strenuous  resistance  to  the  disintegrating  influences  of  the  pesti- 
lence. How  reluctant  was  the  mediaeval  church  to  tolerate  any 
invasion  of  established  usages,  and  with  what  tenacity  it  sought 
to  preserve  its  conservative  practices,  is  shown  by  the  fact  that 
on  the  eve  of  the  Reformation  bailiff-farming  still  survived  on 
many  monastic  estates,  and  the  monks  were  still  farming  their 
own  demesnes  on  an  extensive  scale.  But  where  the  estate  was 
less  highly  organised — and  this  must  have  been  the  case  with  a 
multitude  of  secular  manors — there  would  be  a  greater  difficulty 
in  recovering  from  the  shock  of  the  plague,  and  the  temporary 
dislocation  occasioned  by  the  awful  mortality  might  easily  develop 
into  a  permanent  disorganisation  of  the  manorial  economy. 

In  the  second  place,  the  stress  laid  upon  the  transient  character 
of  the  visitation  is  apt  to  be  misleading.  It  is  not  to  be  denied 
that  the  thirty  years  which  followed  the  Black  Death  witnessed 
an  enormous  increase  of  free  labour  and  the  rapid  development 
of  new  agrarian  conditions  in  which  the  customary  relations 
between  lord  and  tenants  were  superseded  by  a  uniform  legal 
bond  and  cash  nexus.  How  are  we  to  explain  this  transition  from 
natural  husbandry  to  a  money  economy,  from  labour  services  and 
rents  in  kind  to  rents  in  money?  Not  by  the  theory  of  a  sudden 
and  devastating  revolution  forcing  on  the  immediate  introduction 
of  money  payments.  To  make  the  Black  Death  the  fountain 
head  of  all  the  economic  changes  which  destroyed  the  manorial 
system  is  to  ignore  the  fact  that  these  changes  were  already  in 
operation  before  the  pestilence,  and  were  most  active  in  the  last 
quarter  of  the  fourteenth  century  and  in  the  fifteenth  century. 
And  yet  the  remarkable  progress  of  commutation  in  the  period 
between  the  Black  Death  and  the  Peasants'  Eevolt  seems  only 
explicable  on  the  ground  that  the  pestilence  had  weakened  irre- 
parably the  stability  of  the  old  manorial  order,  and  so  accelerated 
the  tendencies  which  were  steadily  bringing  about  the  dissolution 
of  the  customary  system.  Had  there  been  no  pestilence  on  the 
scale  of  the  Black  Death,  the  disintegration  of  the  manor  as  the 
result  of  the  working  of  purely  natural  forces — the  gradual  per- 
meation of  a  money  economy ;  the  demand  of  tj^ie  lord  for  a  more 
flexible  instrument  than  the  inelastic  and  cumbrous  labour  dues ; 
the  accumulation  of  capital  in  the  hands  of  the  servile  tenants — 
luust  assuredly  have  been  an  infinitely  slower  process.  Doubtless 
on  many  manors  the  pendulum  swung  back  again,  and  no  abrupt 
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changes  took  place  in  the  organisation  of  the  estate :  the  lord 
reasserted  his  authority  over  the  servile  tenants  and  carried  on 
the  cultivation  of  the  demesne  on  the  traditional  lines.  But  how- 
ever evanescent  the  material  effects  of  the  Black  Death,  the  rural 
society  of  England  as  a  whole  must  have  been  radically  and 
fundamentally  affected.  The  prosperity  of  the  hired  labourer 
owing  to  the  mortality — and  the  extent  of  the  mortality  may  be 
measured  by  the  rich  harvest  of  fines  which  poured  into  the  lord's 
treasury — coupled  with  the  new  opportunities  for  advancement 
afforded  by  the  number  of  vacant  tenements,  brought  home  to 
the  villein  the  economic  and  social  degradation  of  servitude  and 
fostered  a  spirit  of  revolt  against  the  compulsion  to  forced  labour. 
The  mediaeval  organisation  of  rural  labour  was  bound  sooner  or 
later  to  succumb  to  the  unwillingness  of  the  serfs  to  return  to 
the  old  conditions.  While  here  and  there  particular  causes 
operated  to  retard  the  progress  of  commutation  and  to  keep  the 
villeins  in  bondage,  it  is  clear  from  the  flight  of  discontented 
villeins  and  the  formation  of  agricultural  unions  that  the  Black 
Death  left  behind  it  a  legacy  of  bitterness  and  unrest  manifested, 
as  the  Patent  KoUs  show,  not  only  in  the  Peasants'  Kevolt,  but  in 
other  uprisings — a  legacy  which  continued  to  afflict  rural  society 
until  villeinage  in  England  had  become  to  all  intents  and  purposes 
a  thing  of  the  past. 

The  second  essay  in  this  volume,  a  study  of  "Eural  Northamp- 
tonshire under  the  Commonwealth,"  is  the  work  of  Mr.  B. 
Lennard,  already  known  by  his  book  on  "Agricultural  Wages." 
It  consists  of  a  careful  and  detailed  analysis  of  the  Parliamentary 
Surveys  of  the  Crown  Estates  of  Northamptonshire  made  about 
the  year  1650.  First  the  economic  conditions  gi  the  manors  of 
Grafton  and  Hartwell,  during  a  period  of  transition,  are  described 
with  a  wealth  of  illustration,  and  the  facts  are  then  considered 
in  their  historical  setting.  In  later  chapters  Mr.  Lennard  gives 
an  abstract  of  the  Parliamentary  Surveys  of  other  royal  manors  in 
the  same  county  for  purposes  of  comparison,  and  with  the  object 
of  discovering  "what  range  of  variation  in  economic  structure 
obtained  on  the  Crown  estates  within  the  county  "  (p.  89).  As 
Professor  Vinogradoff  points  out  in  an  illuminating  introduction, 
"such  investigations  as  those  carried  out  by  Mr.  Lennard  are 
naturally  limited  in  their  bearing  on  general  problems  on  account 
of  their  narrow  local  basis,"  but  no  one  will  minimise  the  import- 
ance of  "collecting  evidence  set  in  concrete  local  surroundings"; 
and  a  series  of  studies  of  this  kind  would  be  invaluable  to  the 
economic  historian. 
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Mr.  Lennard's  essay,  like  Miss  Levett's,  serves  as  a  protest 
against  those  "generalisations  based  on  inadequate  data  which 
have  long  been  the  bane  of  economic  history  "  (p.  78).  Take,  for 
instance,  the  variety  of  conditions  which  prevailed  within  the 
territory  of  a  single  midland  county  on  estates  which  were  all 
Crown  property,  and  therefore  exposed  to  similar  economic  and 
political  influences.  At  Ashton  ."grazing  had  hardly  been  de- 
veloped at  all"  Xp.  95),  but  at  Greens  Norton  "the  most  remark- 
able feature  is  the  great  development  of  pasture  farming"  (p.  100). 
Kaundes  is  described  as  "a  refuge  of  mediae valism,"  on  the  ground 
of  the  absence  of  leaseholds  and  enclosures  (p.  116) ;  but  at 
Holdenby  "the  mediaeval  order  of  things  had  been  almost  com- 
pletely swept  away"  (p.  109).  In  short,  "there  is  variety  in 
tenures  and  variety  in  agricultural  arrangements"  (p.  130) — on 
some  manors  copyholds  and  freeholds,  the  typical  mediaeval  tenures, 
are  the  rule  (pp.  110,  111,  115,  116),  and  on  others  leaseholds 
(pp.  31,  102,  118) ;  on  some  manors  we  find  holdings  uniform  and 
moderate  in  size  (pp.  39,  103) ;  and  on  others  "evidences  of  en- 
grossing abound"  (pp.  95,  106);  on  some  manors  there  is  "a 
predominance  of  arable"  (pp.  42,  93,  102);  and  on  others  there 
is  "no  trace  of  arable  cultivation"  (p.  108). 

Other  interesting  facts  emerge  from  Mr.  Lennard's  study  of 
the  Parliamentary  Surveys.  On  the  question  of  the  progress  of 
enclosure  in  the  Midlands  we  are  told  that  they  do  not  throw 
much  light,  but  it  is  evident  that  personal,  or,  if  you  like,  his- 
torical, factors  largely  determined  the  degree  of  rapidity  with 
which  the  movement  proceeded.  Economic  forces  and  geo- 
graphical conditions  played  their  part,  but  the  modem  school  of 
historical  economists  will  find  in  the  history  of  English  agriculture 
ample  proof  of  the  fallacies  underlying  the  premises  of  the  classical 
economists.  The  English  agriculturist,  down  to  the  eighteenth 
century  at  any  rate,  was  the  very  antithesis  of  "the  economic 
man";  he  was  not  actuated  purely  by  considerations  of  profit. 
The  average  value  of  arable  land,  for  instance,  was  is,  6d.  an 
acre ;  that  of  pasture  was  14^.  6d.  (p.  119) ;  in  other  words,  the 
worth  of  pasture  was  at  least  three  times  that  of  arable — and  yet 
in  the  eighteenth  century  more  than  one  half  of  Northampton- 
shire was  unenclosed  !  Evidently  the  conservative  prejudices  of 
the  farming  community  did  not  easily  accommodate  themselves 
to  the  varying  demands  of  changing  market  conditions.  In  this 
connection  the  discussion  on  pages  127-130  is  excellent. 

We  have  space  to  note  only  a  few  more  points.  The  term 
"every  year's  land"  (p.  104)  is  evidently  the  equivalent  of  "  whole- 
year  lands  " — th4t  is,  land  cultivated  on  a  one-field  system  where 
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the  entire  area  is  brought  under  cultivation  and  none  of  it  lies 
fallow.  The  obligation  imposed  on  the  leaseholders  of  Higham 
Ferrers  to  carry  their  bread  to  a  particular  bakehouse  (p.  107, 
n.  2)  is  an  interesting  survival  of  medisBval  "suit  of  oven.*'  "Lot 
meadows,"  such  as  we  still  have  at  Yamton,  are  found  at  Grafton 
and  Hartwell  (pp.  44-45) ;  but  the  association  of  definite  strips  of 
meadow  land  with  particular  holdings  will  be  noted  as  "an 
instance  of  individualistic  invasion  of  an  older  communal  system." 
Evidence  of  the  consolidation  of  strips  in  the  open  fields  (pp.  54-57) 
reveals  the  gradual  dissolution  of  the  Open  Field  System  as  the 
result  of  disintegrating  influences  at  work  in  the  village  itself; 
and  on  the  process  of  "engrossing"  the  Surveys  also  throw  valu- 
able light  (pp.  47-50, 107, 120, 123).  The  tendency  to  grant  leases 
for  terms  of  years  instead  of  leases  for  lives  is  a  feature  of  the 
first  half  of  the  seventeenth  century,  and  the  period  of  thirty-one 
years  eventually  becomes  general  (pp.  31-32,  120-121).  An 
examination  of  the  leases  discloses  evidence  of  land  speculation 
(pp.  35-36).  Citizens  of  London  were  clearly  finding  land  a 
profitable  investment  and  were  getting  hold  of  leases,  just  as  in  the 
previous  century  they  had  thrown  themselves  into  sheep-farming. 
In  two  cases  the  demesne  is  leased  by  the  community  of  tenants 
(pp.  95,  116) ;  and  we  thus  have  instances  of  corporate  action, 
of  which  the  classic  example  is  that  of  Brightwaltham  in  the 
thirteenth  century,  when  the  whole  body  of  tenants  entered  into 
a  contract  with  the  lord.^  In  so  far  as  Grafton  and  Hartwell 
are  typical,  the  Puritan  Revolution  would  seem  to  have  passed 
over  England  without  leaving  behind  it  permanent  traces  on  rural 
economy.  "It  seems,"  Mr.  Leimard  remarks,  "that  the  fields 
of  Grafton  and  Hartwell  suffered  little  change  in  the  uses  to 
which  they  were  put  during  the  decade  of  political  revolution" 
(p.  82). 

The  general  conclusion  reached  by  Mr.  Lennard  may  be 
expressed  in  his  own  words  :  "  Though  the  signs  of  change  are 
manifest  in  the  Surveys,  the  surprising  thing  ...  is  rather  the 
permanence  of  so  many  features  of  the  older  economy.  .  .  . 
Arable  farming  was  on  the  whole  singularly  well  maintained  .  •  • 
and  farms  of  from  fifteen  to  sixty  acres  maintained  themselves 
...  in  spite  of  all  the  forces  which  made  for  engrossing"  (pp- 
86-88).  On  the  other  hand,  "the  scaffolding  of  the  modem 
village  stands  beside  the  ruins  of  the  manor"  (p.  46). 

E.  LiPSON 

^  Selecl  Pleas  in  Manorial  Courts,  i,  172. 
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Second  Tlwughts  of  an  Economist.   By  William  Smart,  D.Phil., 
LL.D.     (Macmillan  and  Co.     1916.) 

The  friends  of  Professor  Smart,  and  the  term  includes  all  who 
knew  him,  are  much  indebted  to  the  editor  of  this  book.  Professor 
Jones  has  written  a  full,  convincing,  and  very  touching  biography. 
We  see  the  man  as  we  knew  him,  full  of  the  joie  de  vivre,  abound- 
ing with  human  kindness,  wrapt  up  in  his  work,  and  finding  in 
his  pupils  a  response  to  the  appeal  of  a  sympathetic  imagination. 
And,  truth  to  tell,  his  lines  fell  in  pleasant  places.  There  was 
a  time  of  hard  and  uncongenial  work  in  a  thread  factory, 
followed  by  a  competence  at  an  age  when  a  man  is  not  tempted  to 
change  his  standard  of  living.  There  was  the  new  calling, 
exfension  lecturing,  followed  by  a  chair  in  Glasgow  University. 
There  were  years  of  steady,  honest  work,  done  con  amore,  as 
professor.  There  were  numerous  excursions  into  the  field  of 
practical  philanthropy,  head  and  heart  working  well  together. 
There  was  a  somewhat  sudden  death.  He  was  happy  and  he 
deserved'to  be,  for  he  applied  his  own  principle  to  life  and  found 
his  reward,  and  so  he  is  a  standing  contradiction  to  Solon's 
saying,  for  he  was  happy  in  two- thirds  of  his  life,  and  perhaps 
even  in  the  remaining  third  happier  than  he  knew.  His  life  was 
worth  describing,  if  only  to  put  heart  into  others.  **Sir,"  said  Dr. 
Johnson,  "let  us  not  discourage  one  another." 

And  the  atmosphere  of  the  life  pervades  the  whole  book.  For, 
truth  to  tell,  its  interest  lies  in  its  presentment  of  a  study  of  tem- 
jjerament  rather  than  a  scientific  treatise.  It  is  not  rigorous  in  its 
logic  so  much  as  generous  in  its  outlook.  It  is  the  work  of  a  real 
optimist,  not  cynical,  as  optimists  sometimes  are,  but  full  of 
warm,  ardent  sympathy  with  those  less  fortunate  than  himself. 
He  had  been  through  a  stage  of  business  which  went  against  the 
grain,  and  so  must  the  world.  There  must  be  competition,  there 
must  be  a  struggle,  and  there  cannot  but  be  suffering.  It  would 
hardly  be  fair  to  say  that  Smart's  remedy  for  the  evils  of  com- 
petition— and  no  one  ever  felt  them  more  acutely — is  to  have  more 
of  it,  and  yet  there  is  truth  in  the  statement.    He  did  not  flinch 
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from  hard  sayings,  and  if  the  desired  end  was  unattainable  with- 
out much  suffering,  it  was  worth  while. 

Thus,  for  instance,  he  writes  at  some  length  on  the  unequal 
distribution  of  wealth.  How  can  it  be  remedied?  Eedistribution 
by  taxation  and  public  expenditure  can  do  something ;  better  still, 
increase  the  amount  of  wealth  produced.  But  then,  all  classes, 
however  much  they  may  differ  inter  se,  unite  in  this,  that  they 
all  claim  that  they  alone  have  produced  the  new  wealth,  and  there- 
fore they  alone  can  claim  it.  And  this  process  of  increasing 
production  means  a  constant  "combing  out"  and  "scrapping" 
of  men  and  tools.  So  we  should  all  set  ourselves  to  make  inven- 
tions by  which  more  and  more  of  the  work  of  production  can  be 
put  on  Nature  and  Nature's  forces.  Here  there  is  nothing  new, 
but  the  manner  is  attractive,  and  we  feel  how  good  a  heart  the 
man  had.  Here  and  there  we  may  see  proof  that  he  never  "went 
through  the  mill "  in  the  course  of  getting  a  thorough  grounding 
in  the  elements  of  economics  early  in  life. 

Take,  again,  the  plea  for  a  new  basis  for  remuneration,  the 
criticism  of  competitive  wages,  of  trade  unions,  and  the  conclu- 
sion that  wages  should  be  regulated  by  output.  Give  the  labourer, 
he  says,  a  share  in  the  increased  profit  earned,  in  recognition  of 
the  saving  in  cost  of  production  caused  by  activity.  We  must  not 
confound  this  with  profit-sharing,  which  Smart  holds  to  be  a 
sacrifice  of  liberty.  Workers  recognise  to-day  the  need  for  a 
managing  class,  for  business  ability  in  production ;  they  ask  for 
something  of  the  nature  of  a  consultative  committee. 

We  might  quote  much  more :  his  views  of  Malthus ;  of  the 
relations  between  Wealth  and  Life ;  his  forecast  of  Heaven ;  his 
loyalty  to  Euskin  and  England,  but  enough  perhaps  has  been 
said  to  show  that  as  one  reads  the  book  the  mind  is  full  of  memory 
of  the  writer — he  yet  speaketh.  For  with  Smart  teaching  was 
life,  and  life  was  teaching ;  it  is  the  personality,  not  the  positive 
result,  that  is  so  valuable.  The  world  is  the  richer  for  Smart's 
life,  and  we  cannot  afford  to  ignore  or  forget  such. 

L.  R.  Phblps 


1.  The  Population  Problem  in  India,     By  P.  K.  Wattall,  M.A. 

(Bennett,  Coleman  and  Co.,  Ltd.     Pp.  83.) 

2.  The  Economic  Life  of  a  Bengal  District.    A  Study  by  J.  C. 

Jack,  I.C.S.     (Oxford  :  Clarendon  Press.     Pp.  158.) 

Mr.  Wattall  discusses  in  a  pamphlet  of  eighty-three  pages 
the  population  problem  of  India,  basing  his  inquiry  mainly  on 
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the  Census  Reports.  He  has  executed  his  task  with  some  skill. 
But  anyone  who  realises  the  vast  extent  of  India  and  its  endless 
variety  of  soils,  chmates,  and  races  will  think  that  the  chief 
value  of  a  work  such  a^  this  is  to  provide  food  for  thought  to 
students  who  are  prepared  to  study  a  very  intricate  problem  on 
the  smaller  scales  presented  by  districts  and  provinces. 

That  in  India  population  treads  close  on  the  means  of  exist- 
ence no  one  will  deny.  Mr.  Wattall  evidently  thinks  it  does 
so  in  an  increasing  degree,  but  his  evidence  is  of  a  very  incon- 
clusive character.  Figures  for  all  India,  such  as  those  given  on 
pp.  65-66,  to  prove  that  the  acreage  of  crops  per  unit  of  the 
agricultural  population  is  decreasing  and  the  incidence  of  the 
total  population  on  the  cultivated  area  increasing,  are  of  little 
value.  They  must  be  so,  being  single  figures  deduced  from 
factors  consisting  of  hundreds  of  millions  of  men  and  acres  spread 
over  a  vast  area  where  conditions  of  soil,  climate,  and  population 
differ  exceedingly.  We  want,  inter  alia,  to  know  where  the  in- 
creases and  decreases  occurred,  whether,  in  the  years  compared, 
the  cropped  area,  a  very  varying  factor,  was  equally  near  or  wide 
of  the  normal,  and  whether  the  value  of  the  produce  of  the  culti- 
vated area  had  risen  in  the  later  year  owing  to  increased  irriga- 
tion or  other  agricultural  improvements.  Economic  conclusions 
for  all  India  must  be  framed  after  patient  local  inquiry,  district  by 
district  and  province  by  province.  It  is  here  that  monographs  such 
as  Mr.  Jack  has  written  on  the  Faridpur  District  of  Bengal  are  of 
special  value. 

Mr.  Wattall  sees  the  inconsistency  between  his  view  of  in- 
creasing pressure  and  the  constant  complaints  as  to  the  difficulty 
of  obtaining  labour.  But  he  seems  to  attribute  this  to  the  reluc- 
tance of  employers  to  offer  fair  wages.  Government  experiences 
difficulty  as  well  as  private  persons,  and  no  proof  is  given  that 
the  State  underpays  labour.  In  the  very  latest  report  on  Moral 
and  Material  Progress,  that  for  1913-14,  it  is  stated  that  "there 
is  a  general  complaint  among  cultivators  as  to  the  scarcity  of 
agricultural  labour,  and  they  are  beginning  to  see  the  necessity 
of  labour-saving  devices." 

Mr.  Wattall  shows  that  while  the  birth-rate  is  extraordinarily 
Wgh  it  is,  even  to  a  far  greater  extent  than  one  would  expect, 
counterbalanced  by  a  verv  heavy  death-rate,  hence  the  natural 
increase  of  the  population  in  the  ten  years  ending  1911  was  below 
H  per  cent.,  or  little  more  than  one-third  of  that  of  England  and 
Wales,  and  one-fourth  of  that  of  Eussia. 

•     In  saying  that   the    high    Indian    death-rate  "is  merely  an 
lincident  of  our  high  birth-rate,  and,  if  we  want  to  go  to  the  root 
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of  the  evil,  we  must  look  to  the  causes  that  give  rise  to  the  higb 
death-rate,"  Mr.  Wattall  goes  too  far.  If  the  train  starts  on 
the  excursion  of  life  quite  full  (and  this,  according  to  the  author's 
argument,  is  the  Indian  case),  the  number  of  people  it  can  take 
in  at  each  stage  is  determined  by  the  number  of  people  who 
get  out,  and  not  vice  versA.  The  direct  causes  of  the  heavy 
Indian  mortality  are  climatic.  The  toll  vi^hich  fever  levies  every 
year  is  very  great,  and  at  frequent  intervals  becomes  appalling. 
In  the  last  fifteen  years  a  new  factor  has  appeared  in  plague,  and 
the  result  is  writ  large  in  the  vital  statistics  of  the  Pan  jab  and 
the  United  Provinces.  If  marriage  were  deferred  to  a  reason- 
able age  there  would  be  fe^ver  weakly  children  and  exhausted 
mothers,  and  indirectly  the  death-roll  from  fever  would  be  reduced. 
But  there  is  no  reason  to  suppose  that  the  ravages  of  plague  would 
be  in  any  degree  lessened. 

In  the  fifth  chapter  a  brief  review  is  given  of  the  population 
conditions  in  each  of  the  great  provinces.  The  part  of  the  Indian 
cjntinent  in  which  congestion  is  most  apparent  is  the  Gangetic 
Plain,  occupied  by  Bengal,  Bihar  and  Orissa,  and  the  United 
Provinces  of  Agra  and  Oudh.  In  the  first  actual  pressure  is 
mitigated  by  the  great  fertility  of  the  soil,  much  of  which  is  yearly 
enriched  by  silt  deposits.  In  the  other  two  the  problem  is 
serious,  but  not,  it  would  appear,  increasingly  so.  Mr.  Wattall 
fails  to  note  that  in  the  twenty  years  1892-1911  the  population 
of  the  United  Provinces  only  rose  by  0*6  per  cent.,  and  actually 
declined  by  1*7  per  cent,  between  1902  and  1911.  Unfortunately, 
the  effective  causes  were  fever  and  plague.  In  the  part  of  Bihar 
and  Orissa  included  in  the  great  plain  the  advance  of  population 
between  1902  and  1911  was  only  about  1 J  per  cent.  In  the  Panjab , 
in  the  twenty  years  1892-1911,  the  rise  was  only  5  per  cent.,  and 
in  the  second  half  of  that  period  there  was  an  actual  drop  of 
more  than  1  per  cent.,  while  in  the  only  seven  districts  which 
can  be  supposed  to  be  congested  population  declined  heavily  in 
all,  and  in  five  the  fall  exceeded  10  per  cent.,  Ludhiana  showing 
the  remarkable  figure  of  24  ppr  cent.  The  causes  were  plague 
and  emigration  to  the  new  canal  tracts  in  the  West,  the  former 
being  unfortunately  the  more  potent.  It  is  notorious  that  at  least 
in  the  Panjab  pressure  on  the  soil  has  decreased,  and  one  can 
hardly  suppose  that  in  the  last  twenty  years  the  resources  of  the 
United  Provinces  have  only  grown  by  0'6  per  cent.  We  know 
that  in  the  ten  years  ending  1911  the  canal-irrigated  area  in  that 
province  rose  by  18  per  cent.  It  appears  that  Mr.  Wattall 's 
picture  is  overdrawn. 

Jt  does  not  follow  that  there  is  no  problem  to  solve.     It  is 
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desirable  that  the  standard  of  living  should  rise  and  that  increase 
of  mouths  should  not  frustrate  the  efforts  of  the  State  to  make 
this  possible.  Existing  outlets  for  redundant  population  are 
emigration,  agricultural  improvements,  and  new  industries.  For 
the  reasons  which  the  author  gives  we  cannot  expect  much  from 
the  first,  unless  the  war  should  open  up  new  fields  for  the  settle- 
ment of  Indians  under  suitable  conditions.  Mr.  Wattall  writes 
as  if  agricultural  improvement  meant  only  irrigation.  In  ^ne 
province,  the  Panjab,  canal  extensions  have  profoundly  affected 
the  economic  situation.  But  the  effect  is  local,  and  outside  the 
Panjab  and  Sindh  the  scope  for  fresh  irrigation  projects  is  limited. 
The  new  Agricultural  Department,  however,  will  hardly  agree 
that  the  only  means  of  increasing  production  is  irrigation.^  New 
industries,  according  to  the  author,  have  merely  increased  pres- 
sure on  the  soil  by  driving  hand-loom  weavers  to  cultivation. 
But  this,  if  true  as  regards  cotton,  has  no  application  to  jute 
factories,  mines,  or  metal  works. 

For  relief  Mr.  Wattall  looks  to  the  means  adopted  in  Euro- 
pean countries.  But  he  recognises  that  one  of  the  most  effective 
of  these,  the  renouncement  of  marriage  by  large  numbers  of 
people,  is  at  present  out  of  the  question.  In  urging  the  need 
for  deferring  the  age  of  marriage  in  India,  he  will  have  the  sym- 
pathy of  all  who  have  its  well-being  at  heart.  But  that  any 
change  will  soon  occur  sufficient  to  affect  the  population  problem 
is  unlikely.  The  author  refers  to  Dr.  Dunlop's  paper  on  "The 
Fertility  of  Marriages  in  Scotland  "  as  justifying  the  expectations 
he  bases  on  this  reform.  But  what  Dr.  Dunlop  showed  was  that 
on  the  average  a  Scottish  girl  married  at  seventeen  bore  nine,  and 
a  woman  married  at  twenty,  eight  children.  He  did  not  tell 
us  which  class  reared  to  maturity  the  larger  families.  In  India 
this  would  be  the  crucial  question. 

Mr.  Wattall  really  pins  his  faith  on  the  limitation  of  the  size 
of  families  by  deliberate  choice.  There  are  two  factors — self- 
restraint  in  marital  relations  and  the  use  of  artificial  means  to 
prevent  conception.  It  is  often  quite  doubtful  to  which  of  these 
the  author  is  referring.  The  conditions  under  which  the  vast 
majority  of  Indian  people  live  are  not  favourable  to  the  exercise 
of  self-restraint,  and  the  conclusion  is  inevitable  that  any  rapid 
redaction  of  the  birth-rate,  such  as  has  occurred  in  Western  coun- 
tries, would  in  India  only  be  produced  by  extensive  resort  to 
artificial  means  of  preventing  conception  or  producing  abortion. 
This  conclusion  may  be  depressing,  but,  on  the  other  hand,  it  is 

'  See  article  in  Quarterly  Review  of  October,  1916,  on  "  The  Future  of  Indian 
Agriculture,"  by  W.  H.  Moreland. 
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also  true  that,  till  the  difficult  task  of  reducing  the  death-rate  can 
be  accomplished,  any  quick  lowering  of  the  birth-rate  is  hardly 
to  be  desired. 

Little  space  is  left  for  Mr.  Jack's  book.  His  method  was  the 
exact  opposite  of  Mr.  Wattall's.  He  appears  to  have  spent  four 
years  in  Faridpur  as  Settlement  Officer,  and  during  that  period 
organised  and  carried  out  an  exceedingly  searching  inquiry  into 
the  economic  circumstances  of  its  inhabitants.  The  result  is  a 
very  valuable  book.  It  is  characteristic  of  the  times  that  Mr. 
Jack,  who  is  an  Indian  civilian,  is  now  "temporarily  of  the  Boyal 
Field  Artillery,"  and  wrote  his  book  during  five  days  of  leave. 
There  are  no  signs  in  the  text  of  the  "  desperate  haste  "  in  which 
its  author  worked. 

He  confined  his  inquiries  to  a  single  district  of  over  2,000,000 
inhabitants.     His  conclusions  are  therefore  only  of  local  validity, 
and   refer   directly   to   about   07    per   cent,    of    the    population 
of  the  Indian  Empire.     But,  as  Faridpur  is  the  poorest  district 
in  Eastern  Bengal,  they  really  indirectly  cover  a  much  wider, 
though  still  limited,  field.     A  careful  inquiry  was  made,  family 
by  family,  into  the  income  and  expenditure  of  nine-tenths  of  the 
population,  and  the  families  were  ranged  in  four  classes  :  (a)  In 
comfort ;  (b)  below  comfort ;  (c)  above  indigence ;  (d)  in  indigence. 
The  proportions  for  each  class  in  the  rural  population  (77  per 
cent,  of    the  whole)  are  :    (a)  49  per  cent. ;    (b)  28  per  cent. ; 
(c)  18J  per  cent. ;  (d)  4J  per  cent.     Only  class  (d)  suffers  from 
any  want  of  food,  but  class  (c)  is  badly  clothed  and  not  well 
housed.     But  in  the  mild  climate  of  Eastern  Bengal  clothes  and 
houses  have  far  less  importance  than  in  Europe.     In  the  non- 
agricultural  class  the  proportions  are  not  quite  so  favourable. 
The  people  are  very  lightly  worked,  and  the  incidence  of  taxation 
is  only  3s.  9d.  a  head.     The  peasant  of  Eastern  Bengal  is  a 
favoured  person.     Up  country  the  well  owner  has  a  very  toilsome 
life,  and  even  the  tiller  of  canal-irrigated  fields  is  a  busy  man. 
To  European  ears  it  seems  strange  to  be  told  that  an  average 
income  of  less  than  d625  enables  a  family  of  five  persons  to  live 
in  comfort  and  leaves  a  good  deal  to  spare  for  the  investment 
of  savings  in  the  shape  of  jewellery  to  adorn  a  wife's  person  in 
times  of  prosperity,  and  pawn  or  sell  in  case  of  sudden  necessity. 
An  inquiry  in  fifty  typical  districts  in  different  parts  of  India 
carried  out  on  Mr.  Jack's  lines  would  throw  invaluable  light  on 
the  problem  with  which  Mr.  Wattall  has  attempted  to  deal. 

J.  M.  DouiB 


Digitized  by 


Google 


1917]     THE  ANGLO-BITSSIAK  OOMMEBCIAL  TREATY   OF    1734  93 

The  Anglo-Russian  Commercial  Treaty  of  1734.  By  P.  A. 
OsTROUKHOV.  With  a  Preface  by  P.  B.  Struve.  (St. 
Petersburg,  1914.) 

On  December  2nd,  1734,  a  Treaty  of  Navigation  and  Com- 
merce was  signed  in  St.  Petersburg  by  the  plenipotentiaries  of 
their  "Britannic  and  Czarish  Majesties,"  the  first  article  of  which 
confirms  that 

"for  the  future  there  shall  be,  between  the  Crown  of  Great  Britain,  on  the 
one  side,  and  the  Crown  of  All  the  Rusaiaa,  on  the  other,  ar  also  between 
th-iir  States,  Countries,  Kinffdoms.  Dominions  and  Territories,  which  are 
under  their  obedience,  a  true,  sincere,  firm  and  perfect  Peace,  Amity  and 
good  intelligence,  which  shall  last  for  ever,  and  be  inviolably  preserved,  as 
well  by  Land  ae  by  Sea,  and  upon  ^resh  waters;  and  the  Subjects,  People, 
and  inhabitants,  on  the  one  side,  and  on  the  other,  of  what  Degree  and 
Condition  soever  they  may  be,  shall  mutually  treat  each  other  with  all  sort 
of  Kindness,  Aid  and  Assistance  possible  without  doing  any  Wrong  or 
Damage  whatsoever  to  each  other." 

After  this  first  article  follow  twenty-nine  dealing  with 
various  points  of  commerce  which  have  become  obsolete  and 
useless  long  since.  The  Treaty  was  meant  to  last  for  ever,  and 
only  as  a  concession  to  custom  a  certain  time  was  fixed  for  it 
which  was  defined  as  a  space  of  fifteen  years.  Thus  Article  29 
says : 

"The  Peace,  Amity  and  good  Understanding,  shall  last  for  ever  between  the 
High  contracting  Parties;  and  as  it  is  customary  to  fix  a  certain  time  for 
Treaties  of  Commerce,  the  said  High  contracting  Parties  have  agreed,  that 
tliis,  of  commerce  shall  last  for  the  space  of  fifteen  years." 

After  the  first  fifteen  years  of  its  existence  the  Treaty  was 
apparently  so  completely  forgotten  that  it  was  thought  unneces- 
^ry  to  include  it  in  any  English  collection  of  treaties.  It  is 
to  be  found  neither  in  Jenkinson's  collection  nor  even  in  the 
niore  modern  and  complete  collection  of  Hertslet,  and  only  a 
iiiention  of  it  is  made  in  Chalmers'  Collection,  printed  in  1790. 
It  is  not  even  mentioned  in  the  Italian  "Chronologia  dei  princi- 
pal! trattati  internazionali,"  in  which  are  given  the  dates  and 
epitomes  of  treaties  since  1496,  before  the  Christian  era,  down 
to  the  Berlin  Treaty  of  1878  a.d.  Only  in  Eousset's  "Supply- 
went  au  Recueil  des  principaux  trait^s,"  published  about  the 
iiaiddle  of  the  eighteenth  century,  can  be  found  a  full  text  of 
this  Anglo-Russian  Commercial  Treaty.  But  the  text  is  given 
in  French  and  not  in  English.  An  English  copy  of  it,  as  far 
w  we  know,  is  printed  only  in  the  "Journals  of  the  House  of 
Commons,"  Vol.  XXII.,  pp.  647-^50. 

The  neglect  shown  by  the  English  and  by  some  foreign  collec- 
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tions  of  international  treaties  towards  the  Anglo-Bussian  Treaty 
of  1734  is,  however,  altogether  wrong.  Besides  being  the  first 
treaty  of  commerce  concluded  between  England  and  Bussia,  it 
has  also  some  other  interesting  features  which  give  it  a  great 
importance  from  the  standpoint  of  economic  history.  This 
historico-economical  significance  of  the  Treaty  is  brought  out 
very  fully  in  the  book,  the  title  of  which  is  given  at  the  head 
of  this  review. 

As  Professor  Struve  points  out  in  his  preface  which  he  has 
written  for  Mr.  Ostroukhov's  investigation,  the  Treaty  of  1734 
is  the  first  serious  treaty  of  commerce  ever  concluded  by  Bussia 
with  a  European  State.  At  the  same  time,  it  is  one  of  the  very 
first  commercial  treaties  in  which  the  amount  of  customs  duties 
paid  is  regulated  and  the  principle  of  the  most-favoured-nation 
is  recognised.  According  to  Struve,  "the  Anglo-Bussian  Com- 
mercial Treaty  of  1734  is  one  of  those  treaties  of  the  eighteenth 
century  in  which  political  and  trade  considerations  and  their 
formal  recognition  are  most  clearly  expressed,  and  in  this  respect 
the  Treaty  of  1734  surpassed  even  the  famous  Treaty  of  Methuen 
(the  Treaty  between  Great  Britain  and  Portugal,  signed  May  16th, 
1703). 

Mr.  Ostroukhov  gives  the  history  of  the  protracted  negotia- 
tions and  of  all  the  varied  circumstances,  economical,  political, 
and  personal,  resulting  in  the  signing  of  the  Treaty.  He 
explains  each  clause  separately  in  describing  the  circumstances 
which  caused  them  to  be  included  in  the  Treaty,  their  relation 
to  the  laws  and  circumstances  then  prevailing  in  Bussia  and 
partially  in  England,  and  the  practical  results  achieved  by  the 
inclusion  of  one  or  the  other  clause  of  the  Treaty.  Besides  rely- 
ing on  a  large  mass  of  well-known  printed  information,  Mr. 
Ostroukhov  has  been  able  to  make  great  use  of  the  documents 
which  are  preserved  in  the  records  of  the  Bussian  Ministry  of 
Foreign  Affairs  and  of  the  Bussian  Customs  Department.  In 
the  light  of  recent  events  it  is  interesting  to  read,  for  instance, 
his  description  of  the  struggle  which  the  English  diplomatic 
representatives  in  Bussia  carried  on  against  their  Prussian 
comrades  for  the  domination  on  the  Bui^sian  market.  When  one 
reads  this  story  one  sees  that  the  world,  with  its  sordid  intrigues 
and  competition  on  the  field  of  international  relations,  is  a  very 
old  story  indeed.  Up  to  1724  England  was  the  chief  exporter 
of  woollen  products  into  Bussia.  She  was  the  only  provider  for 
the  Bussian  Army.  But  since  1724  Prussia  has  managed  to  get 
all  the  contracts  for  the  Army.    Then  came  the  competition  of 
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the  Armenians  in  the  trade  with  Persia  through  Bussia.  This 
led  to  the  demands  on  the  part  of  England  for  certain  rights 
and  privileges  in  her  commerce  with  and  through  Bussia.  The 
question  of  dishonest  dealings  by  Bussian  merchants  was  another 
great  cause  of  trouble  to  the  British  merchants  which  had  to  be 
provided  for  in  the  Treaty. 

Most  interesting  also  is  the  description  of  the  fight  for 
political  and  economic  supremacy  in  Persia  between  Great 
Britain  and  Bussia.  At  that  time  the  "  Spheres "  had  not  been 
divided  between  the  two  States,  and  whereas  it  was  in  the 
interests  of  England  to  provide  the  Persian  rulers  with  a  navy, 
arms,  and  technical  education,  it  was  deemed  by  the  Bussian 
Government  expedient  in  their  own  interests  to  keep  Persia 
weak,  ignorant,  and  without  any  means  of  defence.  Hence  the 
interesting  fact  that  although,  according  to  Article  8  of  the 
Treaty,  it  was  agreed  that  "the  subjects  of  Great  Britain  may 
import  into  Bussia  all  sorts  of  goods  and  merchandises,  and 
carry  them  through  the  Dominion  of  Bussia  by  the  shortest  and 
most  commodious  way,  into  Persia,  paying  three  per  cent,  in 
rix  dollars,  ad  valorem,**  the  transit  of  British  goods  to  Persia 
through  Russia  was  completely  forbidden  by  the  latter  Power 
in  1746 — that  is,  three  years  before  the  formal  termination  of 
the  Treaty. 

Generally  speaking,  the  study  of  the  Anglo-Bussian  Treaty 
of  1734,  with  the  copious  comments  and  explanations  of  Mr. 
Ostroukhov,  affords  a  good  insight  into  the  politics  and  economics, 
as  well  as  into  the  habits  and  customs,  of  the  two  contracting 
countries  at  that  period  of  history.  Take,  for  instance.  Article  3, 
^d  especially  Article  14,  in  which  a  provision  is  made  against 
seizing  "Merchants,  seamen,  ships,  or  effects"  and  forcing  them 
to  enter  into  the  service  of  either  of  the  contracting  parties  with- 
out their  consent.  Mr.  Ostroukhov  candidly  admits  that  this 
provision,  although  mutually  binding,  was  in  reality  directed 
solely  against  the  Bussian  Government,  which  was  in  great  need 
of  competent  seamen  and  sailors,  and  quite  openly  used  to  press 
forcibly  into  its  service  many  foreigners,  especially  English  sea- 
Daen.  Those  who  refused  to  serve  were  put  in  chains  and 
imprisoned  for  life.  Such,  for  instance,  was  the  case  of  two 
English  sailors,  who  were  incarcerated  in  the  Shlisselburg 
fortress  till,  at  the  instance  of  the  English  representative,  Mr. 
Jeffrey,  they  were  liberated  in  the  year  1719  by  the  Ukase  of 
the  Czar. 

But  if  some  clauses  of  the  Treaty  of  1734  remind  us  of  the 
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rough  times  of  old,  other  clauses  lower  us  rather  in  comparison 
with  our  ancestors  on  account  of  the  greater  kindness  towards 
subjects  of  enemy  States  than  is  practised  now.  Thus,  according 
to  Article  11  of  this  Treaty  : 

**  It  is  agreed  that  the  subject  of  the  one  or  the  other  of  the  Parties  maj 
freely  go,  come,  and  traffick  in  all  the  Dominions  that  are,  or  that  shall  be 
hereafter,  at  Enmity  with  either  of  the  Parties,  except  only  the  places  which 
are  actually  blockaded  or  besieged,  provided  that  they  do  not  carry  any  war- 
like stores  to  the  enemy;  as  to  all  other  goods,  the  vessel,  the  passengers, 
and  effects  shall  be  free  and  unmolested.** 

Mr.  Ostroukhov  in  the  introduction  to  his  book  recognised 
the  insufficiency  of  materials  which  he  had  at  his  disposal  for 
an  exhaustive  answer  to  the  questions  he  had  put  himself  in 
taking  up  the  study  of  the  Treaty.  This  book,  therefore,  must 
be  looked  upon  as  an  experiment — as  a  first  attempt  in  the  study 
of  the  Anglo-Russian  trade.  No  doubt  every  treaty  of  com- 
merce, whoever  the  contracting  countries  may  be,  expresses  in 
so  many  words  the  economic  needs,  aims,  and  policies  of  the 
respective  countries.  The  treaty  may  prove  useless  or  even 
injurious  to  one  or  to  both  parties,  but  this  does  not  affect 
the  motive  and  the  circumstances  which  gave  birth  to  it. 
Hence  the  great  importance  for  economic  history  as  well  as 
economic  theory  of  such  studies  of  separate  old  treaties  of 
commerce. 

Semen  Eapoport 


National  Power  and  Prosperity :  A  Study  of  the  Economic  Causes 
of  Modem  Warfare,  By  Conrad  Gill,  M.A.,  with  an  Intro- 
duction by  George  Unwin,  M.A.  (London  :  T.  Fisher 
Unwin.     Pp.  181.) 

Mercantilism  as  it  flourished  in  the  past,  as  it  survives  in  the 
present,  and  the  trade  policy  by  which  it  should  be  replaced  in 
the  future— such  are  the  large  topics  on  which  Mr.  Gill  discourses 
with  learning  and  judgment.  He  adheres  to  what  may  be  called 
the  traditional  English  view  as  to  the  futility  of  the  mercantile 
system.  He  would  endorse  Buckle's  pithy  statement  of  that 
view  : — "The  misconception  of  the  true  nature  of  barter  was  not 
only  an  immediate  cause  of  war,  but  increased  those  feelings  of 
national  hatred  by  which  war  is  encouraged."  Those  to  whom 
this  doctrine  appears  orthodox  will  be  edified  by  Mr.  Gill's  dis- 
course. But  if  there  are  any  who  hold  with  Schmoller  that  the 
mercantilists  were  more  nearly  right  than  Adam  Smith,  we  fear 
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that  they  will  not  be  converted.  If  they  believe  not  Adam  Smith 
and  the  older  authorities,  neither  will  they  be  persuaded,  though 
some  good  arguments  are  revived.  The  hardened  Protectionist 
will  hear  once  more  unmoved  that  "very  good  grapes  can  be 
raised  in  Scotland" — at  a  price.  This  illustration  is  used  to 
refute  one  of  the  four  "fundamental  mistakes"  which  Mr. 
Conrad  Gill  attributes  to  the  mercantilists.  We  have  only  space 
to  remark  upon  the  last  of  these  mistakes,  the  one  which  is  said 
to  be  most  operative  at  the  present  day.  This  is  the  doctrine 
"that  the  whole  State  is  an  organism  of  which  Government  and 
subjects  are  component  parts."  It  must  be  admitted,  we  think, 
that  such  terms  have  been  used,  especially  by  German  writers,  to 
foster  an  inordinate  kind  of  patriotism,  a  reprehensible  pursuit  of 
one's  country's  exclusive  interests.  But  it  may  be  doubted 
whether  this  aberration  is  due  to  an  imperfect  "abstract  idea,"  as 
our  author  seems  to  imply,  or  can  be  corrected  as  if  it  were  a 
logical  fallacy.  May  it  not  be  true,  though  said  by  a  German, 
that  there  is  something  mystical  in  the  relation  between  a  person 
and  his  country?  The  conception  belongs  to  the  mysterious 
region  of  first  principles,  or  axioms  of  conduct,  in  which  we 
do  not  recognise  our  author  as  a  guide.  In  that  obscure  sphere 
the  short-cuts  suggested  by  logical  precision  are  not  always  safe. 
They  are  exposed  to  the  danger  which  Mill  indicates  in  his 
weighty  observations  upon  the  Principles  of  Definition  :  "  We 
must  take  care  not  to  discard  any  portion  of  the  connotation 
which  the  word  in  however  indistinct  a  manner  previously  carried 
with  it."  We  are  not  satisfied  that  Mr.  Conrad  Gill  has  escaped 
this  danger  when,  setting  aside  Plato  and  Aristotle,  Hobbes  and 
Hegel,  as  affected  with  the  fundamental  mistake  of  mercantilism, 
he  lays  dowj^i  what  we  ought  to  think  about  the  relation  in  question. 
He  himself  admits  that  the  form  of  thought  to  which  he  objects 
"tends  towards  efficient  government,  encourages  patriotism,  public 
spirit,  and  self-sacrifice."  Perhaps  this  spirit  is  not  much  en- 
couraged by  his  own  statement,  that  "there  is  no  welfare  of  the 
State  apart  from  the  welfare  of  the  individuals  who  compose  it." 
This  statement  is  the  direct  contradictory  of  the  sentiment  ex- 
pressed by  Pericles  when  exhorting  the  Athenians  to  sacrifice 
themselves  for  their  country.  Was  he  making  a  "fundamental 
mistake"? 

Perhaps  Mr.  Gill  would  have  better  employed  his  considerable 
logical  acumen  in  avoiding  the  appearance  of  something  like  the 
fallacy  which  logicians  designate  Composition  and  Division.  We 
refer  to  his  argument  "that  there  is  little  inducement  for  the 

No.  105. — VOL.  XXVII.  H 


„^ 


Google 


98  THE  ECONOMIC  JOURNAL  [MABOH 

citizens  of  the  nation  in  their  own  interests  to  desire  increased 
political  power  and  expansion  of  territory."    This  would  be  true 
no  doubt  if  the  Cobdenite  millennium  prevailed  universally.    In 
such  a  world  it  might  be  no  advantage  to  any  nation  to  acquire 
harbours  and  coaling  stations  and  military  force  as  an  insurance 
against  invasion  by  Prussians  or  other  mercantilists.    But  in  the 
existing  world  it  is  not  true  "in  Division,"  as  the  logicians  say, 
that  each  nation  has  no  interest  in  making  such  acquisitions. 
The  pacifist  doctrine  has  the  peculiarity  that  it  is  only  true 
if  universally  accepted.     Suppose  that  it  were  adopted  by  a  part 
of  the  world,  and  that  several  nations  accordingly  relaxed  their 
military  preparations  and  martial  spirit.     The  cheap  conquest  of 
their  territory  might  well  prove  a  net  advantage  to  some  of  the 
unconverted  nations.    No  doubt  Mr.  Conrad  Gill  did  not  intend 
that  his  views  should  be  adopted  in  this  partial  and  unsym- 
metrical  fashion.    But  we  think  that  in  order  to  escape  misinter- 
pretation he  ought  to  have  separated  himself  more  clearly  from 
Pacifists  such  as  Mr.  Norman  Angell.    Whereas  his  reasoning  is 
often  on  a  level  with  that  of  the  Great  Illiision ;  even  down  to  the 
paradox  that  an  indemnity  "would  seldom  be  an   appreciable 
advantage  to  the  people  "  (receiving  it).    With  these  reservations 
we  cordially  accept  Mr.  Conrad  Gill's  conclusion  that  "if  the  world 
were  set  free  from  the  remnants  of  mercantilist  ideas  there  would 
be  comparatively  little  ground  of  dispute,  and  so  little  international 
jealousy  that  when  disputes  did  arise  the  Governments  would  be 
disposed  to  appeal  for  their  settlement  to  justice  rather  than  to 
warfare." 

P.  Y.  Edgeworth 


Economics  in  the  Light  of  War.  By  R.  A.  Lehpeldt.  (Johannes- 
burg :  South  African  School  of  Mines ;  London  :  Wesley  and 
Son.    1916.    Pp.  56.    U.) 

Many  old  truths  respecting  consumption  and  production  are 
here  placed  in  a  new  light.  Professor  Lehfeldt  reminds  us  that 
saving  should  not  be  indiscriminate,  that  there  are  "luxuries" 
which  help  to  make  life  more  beautiful,  to  carry  on  the  tradition 
of  "art,  literature,  science,  charm  of  manners,  devotion  to 
ideals.  ..."  If  the  choice  lay  between  a  hundred  mOlion  work- 
people on  the  dead  level  of  the  comfortable  commonplace  and 
slave-owning  Athens,  who  would  choose  the  former?"  Fortun- 
ately, the  choice  is  not  limited  to  these  alternatives.    Eather,  we 
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trust  that  the  great  tradition  of  civilised  life  will  move  on,  "float- 
ing as  it  were  on  the  supi3ort  of  satisfied  primitive  needs." 

While  sympathising  with  the  claims  of  labour,  Professor 
Lehfeldt  recognises  the  importance  of  the  entrepreneur's  func- 
tions, the  inability  of  a  syndicate  of  workers  to  run  a  business 
unless  they  are  prepared  **not  only  with  commercial  acumen  and 
adaptability,  but  with  a  certain  forethought  and  self-sacrifice." 
Pending  the  development  of  those  faculties,  some  advance  tow^ards 
self-government  may  yet  be  made.  "If  in  a  factory  hours  of 
work,  hygienic  conditions,  and  the  like  were  regulated  by  a  com- 
mittee of  the  men  so  that  the  employer's  part  was  restricted  to 
instructing  them  what  work  to  do  and  paying  them  for  it,  the  men 
would  have  somewhat  more  the  feeling  that  it  was  their  own 
business  than  at  present."  Governments,  too,  have  been  deficient 
in  the  faculty  of  "  merchanting  " ;  though  in  other  respects  the 
eflSciency  of  corporate  trading  enterprises  and  that  of  private  busi- 
nesses of  the  same  class  are  said  to  be  nearly  equal.  "How  to  get 
the  indispensable  services  of  the  merchant  at  a  moderate  cost  and 
without  the  abuses  so  commonly  associated  is  the  most  difficult 
problem  of  economic  reform."  It  is  suggested  that  governments 
and  municipalities  ought  to  accumulate  capital  instead  of  as  now 
borrowing  what  they  require.  The  war  will  probably  "leave 
behind  it  a  lesson  that  the  State  both  can  and  ought  to  do  far  more 
than  the  nineteenth  century  thought  right." 

P.  Y.  Edgeworth 


La  concorrenza;  sistema  e  critica  dei  sistemi.      Vol.    II.      By 
Emancele  Sella.    (Turin,  1916.    Pp.  xxxi  +  583.) 

This  is  a  second  instalment  of  Professor  Sella's  colossal  work 
on  competitionj  the  third  and  last  will,  he  promises,  appear  in 
due  course.  It  is  impossible  to  review  the  volume  on  a  scale  com- 
ttiensurate  with  its  six  hundred  pages ;  but  here  is  a  summary  of 
some  of  its  contents. 

Is  competition  useful?  the  author  asks.  It  may  obviously  pro- 
duce bad  effects,  as  in  Sardinia,  where  fashion,  or  the  desire  for 
possession,  leads  to  fierce  competition  for  available  land,  with 
much  sub-division  of  plots  as  a  result  and  waste  both  of  land  and 
labour  in  their  cultivation.  The  individual's  satisfaction  does  not 
necessarily  coincide  with  that  of  society,  and  it  is  impossible  to 
dogmatise  about  the  good  or  bad  effects  of  competition  as  a  whole, 
without  some  conception  of  the  ends  towards  which  society  is 
progressing. 
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Incidentally,  how  far  can  past  experience  help  us  to  judge  the 
merits  of  Free  Trade  and  Protection?    It  is  useless  to  go  too  far 
back  for  precedent,  since  the  old  taxes  on  luxury  were  obviously 
mainly  fiscal.     In  fact,  "Free  Trade  is  really  one  form  of  Protec- 
tion," so  that  it  is  unnecessary  to  enlarge  too  much  on  their  con- 
trasts.    For  inasmuch  as  a  State  might  adopt  Protection,  but  deli- 
berately refrains  from  doing  so,  it  is  obviously  "protecting"  its 
own  interests  in  the  way  most  profitable  for  the  moment !   Protec- 
tion, in  its  ordinary  sense,  is  justified  by  the  author  on  the  usual 
orthodox  grounds,  though  he  gives  interesting  local  illustrations 
on  two  points.     (1)  A  Government  may  well  deliberately  adopt 
protective  measures  in  order  to  develop  a  "centre  of  energy" 
within  the  State — as  has  been  done  by  the  Italian  Government 
in  fostering  the  industrial  growth  of  the  population  of  the   Po 
basin ;  (2)  it  may  be  well,  as  in  the  nursery,  sometimes  to  protect 
an  infant  industry  against  its  own  desires,  as  has  been  accom- 
plished by  the  development  of  electric  power  in  Italy,  often   in 
opposition  to  the  wishes  of  the  conservative  majority  of  manufac- 
turers.    In  any  case,  he  says,  external  protection  can  be  no  match 
for  the  great  syndicate,  national  or  international,  which  is  to  be 
the  feature  of  economic  life,  even  more  after  the  war  than  it  was 
before,  and  the  pros  and  cons  of  Free  Trade  and  Protection  are 
unimportant  compared  with  the  possibility  of  limiting  competition 
between  trust  and  trust  or  syndicate  and  syndicate.    Tariff  regu- 
lations can  only  alter  the  form,  not  the  importance,  of  these. 

In  Part  III.  the  author  embarks  on  a  lengthy  analysis  of 
economic  history  past  and  present,  and  concludes  that  the  three 
stages  of  economic  progress  are  those  of  "free  competition,"  then 
"competition  between  great  organisations,"  then  "supernational- 
ism."  "The  historical  regime  of  free  competition  is  dead.  It  was 
already  done  before  the  war.  It  will  not  return  " ;  though  com- 
petition, in  a  different  form,  will  continue.  He  is  clear  that  in 
this  analysis  he  has  done  something  quite  new,  in  Italy  at  least, 
though  his  work  is  really  "the  thought,  not  of  one  man  or  indi- 
vidual, but  ...  a  collaboration  of  individual  syntheses."  Marx 
and  List  in  the  past  studied  social  organisms  as  they  were ;  his 
it  is,  and  that  of  his  school,  to  study  them  as  they  are  becoming. 
His  is  the  "dynamic,  cinematic  "  conception  of  political  economy, 
while  the  earlier  economists,  poor  creatures  of  a  day,  thought 
that  their  static  view  was  to  be  final. 

Professor  Sella's  work  contains  a  great  apparatus  of  ingenious 
symbols  and  an  immense  range  of  quotations— often  short;  and 
rather  miscellaneous  extracts — from  a  very  large  variety  of  authors 
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r  of  many  nationalities.     The  year  1916  is  not  a  specially  easy 

period  in  which  to  consider  the  play  of  competition  and  the  future 
of  '*supernationalism.*'     But  allowing  for  this,  it  is  a  reaf  mis- 

'  fortune  that  the  author  has  not  condensed  more.     For  his  trea> 

ment  of  practical  questions  is  interesting  (e.g.,  in  his  discussi6n 

'^  of  profit-sharing  and  Italian  agriculture) ;  his  summaries  of  econo- 

mic theory  are  happy,  as  in  his  comparison  of  the  typical  Protec- 
tionist and  the  typical  Free  Trader.  But  not  even  his  catholicity, 
e.g.,  with  regard  to  the  coincidence  of  Free  Trade  and  Protection, 
and  his  kindliness  in  a  militant  world,  can  condone  his  passion  for 
seven-syllabled  words  and  his  quite  remarkable  verbosity. 

C.  V.  Butler 


! 


baia  oj  Economics .    By  C.  J.  Melrose.    (The  Mitre  Press.    Pp. 
XV +  388.     Price  75.  6d.) 

This  book  is  expressly  designed  for  the  general  reader,  by 
whom  the  author  appears  to  mean  that  rather  indefinite  individual 
described  somewhat  contemptuously  by  philosophers  as  "the  man 
in  the  street."     But  the  particular  kind  of  man  in  the  street  set 
up  by  Mr.  Melrose  to  listen  to  the  exposition  of  his  views  on 
economics — the   man   to   whom   "the    Mercantile    Theory    still 
remains  the  sole  economic  conception  " — is  so  hopelessly  stupid 
that  it  is  doubtful  whether  the  book  is  sufl&ciently  simple  to  appeal 
to  his  limited  intelligence.     The  main  object  of  the  book  is  to 
"attempt  to  translate  the  economic  forces  from  terms  of  *  money  * 
into  terms  of  *  things  and  services,'  "  and  this  the  author  proceeds 
(o  do  with  an  amount  of  elaboration  which  is  hardly  necessary 
for  those  who  have  grasped  the  elementary  fact  that  wealth  con- 
sists of  goods  and  services,  and  not  wholly   of    money — hardly 
necessary  even  for  the  "man  in  the  street"  as  he  is  ordinarily 
understood. 

The  greater  part  of  the  book — and  the  best  part — deals  with 
currency  problems,  but  an  unnecessary  amount  of  space  is 
devoted  to  the  difficulties  of  barter,  the  development  of  currency, 
and  its  effect  on  economic  advance ;  while  the  treatment  of  many 
of  the  other  subjects  dealt  with  is  slight  and  unsatisfactory.  In 
the  chapter  on  "  Value,"  for  instance  (Chapter  IV.),  there  is  no 
mention  at  all  of  the  labour  theories,  and  in  Chapter  IX.  it  is 
Baid  that  "the  law  which  governs  wages  is  generally  stated  as  the 
law  that  wages  cannot  fall  below  the  minimum  of  subsistence." 
This  is,  to  say  the  least,  misleading.     Again,  the  theory  of  rent 
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does  not  appear  to  be  made  much  clearer  by  the  use  of  the  phrase 
"TheVl^W  of  Exclusive  Access"  (Chapter  III.). 

•Mr.' Melrose  lays  no  claim  to  any  originality  whatever,  but  the 
'acrangement  he  has  adopted  is  certainly  novel,  and  it  is  not  easy 
\if6  discover  the  principles  underlying  it.  Many  of  the  chapters 
contain  a  strange  jumble  of  subjects.  Here,  for  instance,  is  the 
summary  of  contents  of  Chapter  VIII.  : — Changes  due  to  Cur- 
rency—The Economic  Unit — Operation  of  Economic  Process- 
Collective  and  Private  Enterprise— The  Effect  of  Saving- 
Economic  Surplus.  And  all  these  subjects  are  discussed  in  fifteen 
pages ! 

Very  few  present-day  Socialists  can  be  said  to  stand  in  need 
of  the  author's  piece  of  "sincere  advice,"  viz.,  "Avoid  as  you 
would  the  plague  the  advocacy  of  equal  incomes  " ;  and  he  would 
have  done  better  to  point  out  to  his  "  man  in  the  street " — who,  we 
feel  sure,  would  dismiss  Socialism  as  absurd  on  the  ground  that 
equal  incomes  all  round  were  impossible — that  this  criticism  was 
not  the  last  word  on  the  subject. 

According  to  the  Publishers'  Note  at  the  beginning  of  the 
volume,  the  book  was  written  before  the  outbreak  of  the  war  and 
only  one  chapter  has  been  partly  rewritten.  It  is  added  that  "it 
says  much  to  the  credit  of  the  book  that  there  is  practically 
nothing  in  it  that  needs  correction  or  has  gone  out  of  date.' 
Hobble-skirts  and  butter  at  fourteenpence  a  pound,  which  are 
used  as  illustrations,  appear  to  be  things  of  the  past ;  but  the 
data  of  Economics  should  hardly  become  obsolete  in  two  years, 
even  taking  into  consideration  the  upheaval  brought  about  by  a 
great  European  war. 

H.  Sanderson  Furniss 
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NOTES    AND    MEMOKANDA 

SoMB  Effects  of  the  War  on  the  Economic  Lifh  of  Kussia. 

When  the  historians  of  the  future  come  to  describe  the  great 
war  forced  on  the  world  by  the  ambition  and  dupHcity  of  the 
Central  Empires,  they  will  enjoy  the  advantage  of  much  more 
detailed  records  than  any  available  in  the  past.      While  speculation 
as  to  economic  effects  would  as  yet  be  premature,  data  should  be 
collected  and  facts  recorded  as  accurately  as  possible.    Some  of  the 
economic  phenomena  which   we  observe  are  to  be   met  in  all 
countries,  whether  participating  in  the  struggle  or  not ;    others 
belong  exclusively  to  the  belligerent  States.     The  outstanding 
needs  of  the  latter  are  the  financing  of  the  war,  the  rationing  of 
the  troops,  and  the  safeguarding  of  the  civilian  food  supplies, 
while  sparing  no  effort  to  imperil  the  supplies  of  the  enemy. 
Further,  the  families  of  men  called  to  the  colours  must  have 
financial  assistance.     Hence  a  number  of  emergency  measures, 
which  oflficials  have  to  administer  as  best  they  can  in  the  face  of 
great  diflBculties.    Many  of  these  measures  were  adopted  without 
adequate  consideration  of  their  probable  effects  ;  some  were  simply 
copied  from  neighbouring  States.    In  collecting  information  about 
conditions  at  home  and  abroad,  we  have  to  reckon  with  defective 
postal  services,  with  the  difficulty  of  obtaining  books  and  news- 
papers from  enemy  countries,  with  official  reticence  and  the  prac- 
tice of  painting  our  own  concerns  in  rose  colour,  while  disparaging 
the  achievements  of  the  enemy.      We  must  be   satisfied   with 
recording  observations,  and  so  supplying  the  material  out  of  which 
an  exhaustive  record  of  the  economic  effects  of  the  war  can  be 
compiled  in  the  future. 

It  has  been  said  with  truth  that  the  Budget  of  a  State  faith- 
fully reflects  the  general  condition  of  affairs.  The  surveyor  of 
taxes  and  the  administrator  of  public  finance  are  in  daily  contact 
with  the  people.  Keceipts  are  estimated  in  accordance  with  the 
yield  of  the  harvest,  the  evidences  of  prosperity  or  embarrassment, 
the  magnitude  of  commercial  transactions,  the  activity  of  the 
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circulation    of   goods  and   capital.     The    Russian    Minister   of' 
Finance,  who  is  in  close  touch  with  the  people  through  his  agents, 
has  published  very  interesting  reports  on  the  agricultural,  indus- 
trial, communal,  and  banking  situation  of  the  Empire.    He  is  in 
a  position  to  obtain  very  precise  information  from  the  collectors 
of  direct  and  indirect  imposts.    Moreover,  he  has  under  his  juris- 
diction the  Bank  of  Issue,  the  two  Land  banks,  of  the  nobility 
and  of  the  peasants,  and  the  Loan  societies,  which  are  in  direct 
and  continuous  relation  with  farmers,  traders,  and  manufacturers. 
War  broke  out  on  the  eve  of  the  harvest,   and   Russia  is 
essentially  an  agricultural  State,  which  was  just  beginning  to  feel 
the  benefit  of  recent  reforms.     A  great  scheme  for  producing 
cereals  on  a  commercial  basis  had  been  elaborated  and  partly 
executed.    The  Imperial  State  Bank  began  the  construction  of  a 
whole  network  of  elevators  in  the  eight  south-eastern  provinces 
(Voronej,  Tambov,  Penza,  Simbirsk,  Samara,  Saratov,  Orenburg, 
and  Ufa).     The  original  project  provided  for  81  elevators,  with  a 
total  capacity  of  58  million  poods.^    Of  these,  29  elevators  with  a 
capacity  of  16f  million  poods  were  at  work  in  1915.     A  reform  of 
even  greater  importance  was  the  measure  which  enabled  hundreds 
of  thousands  of  peasants  to  acquire  private  property  in  land. 
Between  the  introduction  of  this  measure  in  November  1906,  and 
January  1915,  2,719,136  heads  of  families  asked  permission  to 
become  private  owners;    1,978,581  had  their  requests  granted, 
and  severed  their  connection  with  the  commune.    The  movement, 
which  was  at  its  height  in  1908,  slackened  somewhat  after  1910, 
and  was  interfered  with  by  the  outbreak  of  war,  but  a  great 
demand  for  land  is  expected  at  the  cessation  of  hostilities.     The 
Peasants'  Land  Bank,  established  about  thirty  years  ago,  facili- 
tates operations  by  buying  land  from  private  owners  and  reselling 
to  the  peasants,  who  pay  a  deposit  and  liquidate  the  balance  by 
annual   instalments.     The   average  price  was   109   roubles  per 
decratine  in  1907,*  and  after  variations  in  price,  which  included  a 
rise  to  136  roubles  in  1909,  returned  to  107  roubles  in  1915.     Small 
farms  within  a  ring  fence  have  taken  the  place  of  large  discon- 
nected holdings.    The  employment  of  agricultural  machinery  had 
gained  ground  before  the  war,  but  the  country  was  still  dependent 
on  a  plentiful  supply  of  manual  labour.    The  emancipation  of  the 
serfs  in  1861  let  loose  a  tide  of  workers  which  flowed  into  the 
factories,  but  industry  is  as  yet  no  serious  rival  to  the  land,  and 
agriculture  is  still  the  principal  source  of  national  wealth. 

1  1  pood  =  16-4  kilos,  approximately  36  lbs.     (Translator's  note.) 
*  1  decratine  =  109  hectares;  1  hectare  =  10,000  square  metres,  or  about 
2i  acres.    (Translator's  note.) 
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Enssia  is  not  so  well  provided  with  railways  as  the  United 
States,  or  as  the  other  great  European  countries ;  the  network  is 
not  as  yet  very  close.  In  the  years  that  preceded  the  war,  new 
lines  were  being  planned  and  existing  lines  developed.  It  is  not 
improbable  that  the  foreshadowed  improvement  in  the  tracts 
bordering  on  the  German  and  Austrian  frontiers,  increased  Ger- 
many's haste  to  plunge  the  world  into  war.  Eussia  mobilised 
more  rapidly  than  the  enemy  calculated ;  the  armies  which  she 
threw  across  the  frontier  pinned  to  the  East  forces  which  the 
Emperor  William  would  gladly  have  sent  to  the  West.  The 
Battle  of  Tannenberg,  lost  by  Eussia,  paved  the  way  for  the 
victory  on  the  Marne.  This  rapid  mobilisation,  however,  followed 
by  the  invasion  of  the  districts  near  the  frontier,  hampered  agri- 
cultural operations,  and  made  it  more  difficult  to  mow  and  thresh 
the  corn,  and  to  get  in  the  harvest.  Thanks  to  the  work  of  the 
peasant  women  and  to  the  co-operation  of  the  Zemstvos  and  the 
Loan  Banks,  the  difficulties  were  overcome.  The  statistical 
records  are  incomplete  owing  to  the  Austro-German  occupation  of 
Poland  and  Kholm.  Leaving  out  these  provinces,  however,  we 
find  that  the  cereals  harvest  of  1914,  while  poorer  than  that  of 
1913,  was,  nevertheless,  above  the  average  of  the  five  years  1909- 
1913.  There  was  even  an  increase  in  the  surface  area  of  land 
sown  with  corn  that  autumn. 

The  lack  of  labour  was  much  more  seriously  felt  in  the  fol- 
lowing spring.  The  agricultural  situation  in  the  provinces  where 
military  operations  were  in  progress,  became  exceedingly  pre- 
carious. The  Georgian  and  Armenian  women  do  not  work  in  the 
fields.  It  is  noteworthy  that  though  the  surface  sown  in  these 
districts  diminished  by  no  more  than  1*6  per  cent,  in  1914-1915, 
agriculture  nevertheless  suffered  a  serious  set-back  everywhere. 

The  prohibition  of  the  sale  of  alcohol  from  the  very  outbreak 
of  the  war,  proved  an  event  of  immense  financial,  moral  and  social 
importance.  The  Treasury  receipts  showed  a  considerable  loss, 
which  had  to  be  compensated  by  the  imposition  of  new  taxes  and 
the  return  to  ancient  forms  of  taxation.  Many  families  found 
themselves  suddenly  enriched  through  the  disappearance  of  a 
branch  of  unproductive  expenditure ;  the  output  of  the  factories 
increased ;  crime  diminished.  So  much  for  the  immediate  and 
tangible  results  of  a  reform  which  the  existing  monopoly  of  sale 
enabled  the  Government  to  effect  without  resort  to  a  costly  indem- 
nity. The  measure  materially  affected  the  sale  of  the  crops,  for 
the  peasants,  with  their  pockets  full  of  money  which  for  once  was 
not  convertible  into  spirits,  were  not  in  the  usual  hurry  to  sell. 
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The  allowances  paid  to  the  dependents  of  men  who  had  been  called 
up,  added  to  the  family  resources.  Nor  were  the  small  producers 
very  anxious  to  part  with  their  goods  when  there  was  a  universal 
buyer  with  unlimited  capital — the  Commissariat  Ofl&cer  of  the 
armies  in  the  field. 

Hence  prices  rose — principally  the  price  of  oats  and  barley, 
less  that  of  wheat  and  rye.^  Many  causes  contributed  to  this 
rise  :  the  enormous  consumptiop  of  the  Army,  the  separation  from 
the  districts  which  had  enjoyed  splendid  harvests  in  1914,  the  crisis 
in  the  transport  services,  the  concentration  of  large  masses  of  the 
population  driven  out  of  the  occupied  districts,  the  firmness  of 
the  small  holder,  the  speculative  purchases  of  wholesale  dealers 
and  bankers,  and  perhaps  the  depreciation  of  the  currency. 

The  feeding  of  the  rural  population  and  the  sowing  of  the 
crops  met  with  no  diflBculties  at  all  in  twenty-four  provinces,  and 
with  very  little  in  ten  others,  where  no  State  assistance  was 
required  ;  but  in  some,  such  as  Penza  and  Kasan,  where  there  was 
a  very  poor  harvest,  the  Government  was  called  upon  for  con- 
tributions in  kind.  The  rigours  of  war  were  keenly  felt  in  the 
north,  the  west,  and  the  Baltic  provinces.  In  some  of  these  indus- 
trial districts,  local  production  does  not,  even  in  normal  times, 
meet  the  local  need.  The  disorganisation  of  transport  caused  by 
the  war,  the  prohibition  of  the  carriage  of  cereals  from  one  pro- 
vince to  another,  and  the  local  taxation  of  commodities,  varying 
according  to  districts,  combined  to  bring  about  a  serious  situation. 
This  the  Central  Government  spared  no  pains  to  meet,  but 
achievement  did  not  always  follow  rapidly  enough  on  effort. 

The  task  of  feeding  the  denser  population  of  the  urban  districts 
was  more  difficult.  From  the  very  outbreak  of  hostilities  the 
frontiers  were  closed  against  exports ;  nevertheless,  the  prices  of 
commodities  rose  almost  immediately.  The  crisis  in  the  transport 
industries  was  particularly  acute  in  Petrograd  and  Moscow.  The 
prohibition  of  exchange  between  the  different  provinces  was  very 
unfortunate  in  its  effects,  since  the  administrative  divisions  of 
the  country  do  not  coincide  with  what  we  may  call  its  economic 
geography.  Speculation,  both  wholesale  and  retail,  and  the 
attempts  to  lay  in  stocks,  further  aggravated  the  situation.  The 
fixing  of  maximum  prices  for  articles  of  primary  need  by  municipal 
and  police  authorities,  who  knew  nothing  of  the  conditions  of  the 
market,  the  stores  in  existence,  or  the  distribution  of  commodities, 

^  In  March,  1916,  the  rise  in  prices  in  European  Russia  was  as  follows: 
oats  62  per  cent.,  barley  37  per  cent.,  rye  34  per  cent.,  wheat  24  per  cent.,  while 
in  Siberia,  where  the  harvest  had  been  excellent,  prices  dropped.  Equalisation 
was  impossible  owing  to  the  difficulties  of  transport. 
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only  added  to  the  confusion.  Merchants  showed  remarkable  skill 
in  evading  the  regulations  by  modifying  the  customary  conditions 
of  sale,  or  by  leading  their  clients  to  believe  that  the  price  fixed 
was  a  minimum.  The  rise  in  the  cost  of  living  constitutes  a  real 
hardship  for  employees  at  a  fixed  salary — clerks  and  civil  servants 
—and  for  persons  vvrith  a  small  or  medium  competence. 

During  the  first  nine  months  of  the  v^ar  meat  rose  compara- 
tively little  in  price;  later  there  were  lively  complaints  in  the 
towns  about  the  difl&culty  of  procuring  it  even  at  the  inflated  price. 
Russians  who  visited  Paris  in  1916  looked  upon  beef  as  a  feast. 
Eggs  rose  considerably  in  price,  but  by  no  means  equally  in 
different  places.  The  closing  of  many  country  distilleries  reacted 
favourably  on  the  price  of  potatoes.  By  a  sufficiently  natural 
contrast,  there  were  numerous  districts  in  Siberia,  Turkestan,  the 
south-west,  south,  and  south-east,  where  Uving  was  actually 
cheaper  than  before,  since  the  influence  of  war  varies  inversely 
with  the  distance  of  any  particular  district  from  the  military  zone. 
In  other  places,  again,  the  situation  was  decidedly  strained.  Biga 
was  for  some  days  without  flour,  and  other  towns  in  the  north- 
west suffered  a  somewhat  general  temporary  shortage  owing  to 
the  influx  of  refugees,  wounded,  and  prisoners. 

Firewood  and  coal  rose  in  price  out  of  all  proportion  to  what 
might  reasonably  have  been  expected.  The  price  of  wood  was 
tripled,  while  coal  rose  from  50  to  100  per  cent.  Here  transport 
was  the  diflSculty ;  it  was  not  possible  to  import  coal  from  abroad, 
and  the  enemy  held  the  mining  districts  of  Poland. 

Wages  rose  considerably ;  labour,  grown  scare,  denaanded  its 
price,  the  cost  of  living  having  increased  appreciably.  The  rise 
in  wages  has  been  estimated  at  19  to  30  per  cent. ;  it  was  greatest 
wherever  the  manufacture  of  munitions  of  war  was  established. 
The  study  of  the  wages  question  during  the  war  is  particularly 
interesting  in  Eussia,  where  industry  recruits  a  portion  of  its 
labour  from  among  a  semi-agricultural  population,  which  works 
in  the  factories  but  is  always  prone  to  return  to  the  fields  for 
seasonal  work.  In  the  war  zone  and  in  districts  where  prepara- 
tions were  being  made,  the  military  authorities  requisitioned 
labour,  for  which  they  paid,  for  trench-digging,  road-making,  and 
the  putting  up  of  huts.  In  some  parts  of  Asiatic  Eussia  Chinese 
labour  somewhat  eased  the  situation. 

The  allowances  to  the  families  of  soldiers  in  the  field  were  made 
in  accordance  w^th  the  law  of  June  25th,  1912,  which  added  to  the 
number  of  recipients  and  increased  the  rate.  The  total  sum  dis- 
bursed during  the  first  nine  months  was  267  million  roubles,  of 
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which  245  millions  were  allocated  to  European  Russia.*  The 
country  districts  and  the  medium-sized  towns  asked  for  no  more 
help,  but  in  the  more  populous  centres  there  was  much  distress, 
and  both  municipalities  and  voluntary  agencies  came  to  the  rescue. 
Thus  Moscow  spends  950,000  roubles  monthly  to  supplement  the 
State  allowance. 

The  commercial  and  industrial  life  of  Russia  was  profoundly 
disturbed,  especially  at  the  outbreak  of  hostilities.  The  substitutes 
who  replaced  the  millions  of  men  called  to  the  colours,  were  more 
costly  and  generally  inferior  in  quality.  The  closing  of  the  frontiers 
disorganised  foreign  trade  and  brought  down  the  rate  of  exchange. 
In  the  first  six  months  of  1914  the  export  of  cereals  represented 
294  million  roubles ;  in  the  next  six  they  fell  to  55  millions ;  in 
the  first  six  months  of  1915  to  23  millions.  Capital  temporarily 
invested  in  Russia  was  withdrawn,  and  the  difficulty  of  obtaining 
remittances  was  very  serious.  The  State  was  obliged  to  intervene 
and  give  what  assistance  it  could  to  meet  private  needs. 

It  met  with  very  generous  co-operation  from  France  and  Eng- 
land, who  are  granting  special  terms  for  the  payments  which 
Russia  has  to  make  both  to  them  and  to  neutral  countries.  No 
effort  is  being  spared  by  the  Russian  Government  to  increase  rail- 
way facilities,  more  specially  for  the  transport  of  troops,  to  open 
new  routes  to  the  White  Sea,  and  to  ensure  its  maximum  efficiency 
to  the  chain  of  steel  which  links  Moscow  and  Vladivostok.  In- 
dustry and  commerce  have  undoubtedly  suffered  much  from  the 
congestion  of  the  railways  and  the  difficulties  of  communication 
with  foreign  countries.  On  the  other  hand,  home-made  products 
are  beginning  to  replace  articles  of  German  origin.  Encouraging 
results  have  already  been  obtained  in  the  manufacture  of  auto- 
mobiles, chemical  products,  physical  apparatus,  optical  lenses, 
and  surgical  instruments.  And  we  are  only  at  the  beginning  of 
the  race.  We  need  not  pursue  the  subject  further ;  it  will  suffice 
to  say  that  the  Report  of  the  Department  of  Direct  Contributions 
gives  a  comforting  impression  of  the  real  strength  of  the  great 
Empire. 

The  Germans  repeated  in  Russia  the  error  they  had  already 
committed  in  their  estimate  of  the  Irish,  the  Hindoos  and  the 
Canadians.  They  looked  upon  Russia  as  a  contemptible  adversary, 
impotent  alike  in  financial,  industrial  and  military  affaks.  Their 
confidential  agents  served  them  badly.  At  the  close  of  two  years 
of  devastating  war,  in  which  rich  and  prosperous  portions  of  the 
Empire  have  been  occui^ied,  pillaged  and  subjected  to  extortionate 

^  The  rate  ia  not  anifonn. 
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levies  by  the  German  and  Austrian  troops,  Russia  stands  firm 
financially,  and  her  military  resources  have  increased.     The  war 
which  Germany  forced  on  Eussia  has  given  us  Turkish  Armenia 
with  Erzeroum  and  Trebizond,  and  has  secured  for  us  the  incon- 
testable mastery  of  the  Black  Sea.    Nor  does  our  indebtedness  to 
the  enemy  end  there.    The  war,  as  Mr.  Simpson,  a  Scottish  writer, 
has  so  truly  remarked,  revealed  Russia  to  herself  and  to  the  world. 
Her  existence  as  an  independent  nation  was  at  stake,  and  in  the 
struggle  which  she  and  her  Allies  are  waging  against  the  Prussian 
attempt  at  universal  domination,  she  discovered  in  herself  qualities 
of  elasticity,  faculties  of  adaptation,  and  resources  of  which  she 
had  not  suspected  the  possibility.     The  Russian  organism  burst 
the  bonds  that  impeded  its  growth ;  corporate  action  sprang  into 
being,  and  its  sphere  is  rapidly  extending.    The  enemy  has  un- 
deniable military  successes  to  his  credit ;    he  has  occupied  large 
and  wealthy  tracts  of  territory ;    he  has  inflicted  severe  damage 
on  the  mercantile  marine  of  his  adversaries.    Nevertheless,  from 
September  1914  until  to-day,  the  authors  of  the  war  and  their 
accomplices  have  suffered  a  series  of  disappointments.    Again  and 
again  the  German  Government  and  the  German  Press  have  been 
proved  at  fault  in  their  understanding  of  psychology,  have  failed 
to  appreciate  the  mentality  of  their  enemies  and  even  of  neutrals. 
They  proved  themselves  excellent  spies  in  the  domain  of  purely 
material  facts,  possessed  of  an  exhaustive  acquaintance  with  the 
reptile  Press,  and  of  a  blind  faith  in  the  power  of  money  that 
belongs  to  the  intellectual  level  of  the  police  detective.     They 
imagined  that  there  was  nothing  they  could  not  know,  nothing 
they  could  not  buy,  nothing  they  could  not  conquer. 

They  are  learning  to-day  that  their  adversaries,  who  are  far 
more  sparing  of  the  blood  of  their  soldiers,  and  who  have  not  ceased 
to  respect  the  laws  of  warfare,  have  succeeded  by  incredible  efforts 
in  attaining  a  position  From  which  they  can  prepare  and  foresee 
decisive  victory.  A.  Rapfalovich 


The  Industries  of  Serbia. 

I.  Obstacles  to  the  Creation  of  Industries, 

Serbia  has  been  severely  handicapped  in  the  creation  and 
development  of  industry.  It  was  only  in  1878  that  she  achieved 
complete  political  independence;  thus,  although  possessed  of 
ancient  and  great  traditions,  she  is,  in  a  sense,  a  very  young 
nation.    Five  centuries  of  Turkish  domination  left— as  thev  found 
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her,  a  mediaeval  State,  and  her  awakening  is  a  thing  of  yesterday. 
To  adjust  herself  to  modern  standards  of  civilisation  she  needed 
time  and,  above  all,  the  chance  of  peaceful  development.  But 
her  brief  period  of  autonomy  is  a  deplorable  record  of  wars  and 
dynastic  tragedies,  and  the  haunting  spectre  of  Austrian  spoliation. 
The  annexation  of  Bosnia  and  Herzegovina,  in  1908,  compelled 
Serbia  to  arm  at  very  great  expense,  and  her  new  industrial 
development  was  crippled  at  the  outset.  Industries  in  their 
infancy,  hampered  by  lack  of  capital,  struggling  against  great  odds 
in  a  thinly  populated,  mountainous  country,  had  to  contend  against 
aggressive  foreign  competition.  They  were  too  weak  and  inarticulate 
to  overcome  these  obstacles,  and  manufacture  on  a  large  scale 
showed  a  constant  tendency  to  vegetate.  The  house  and  small- 
shop  industries  of  the  towns  possessed  at  the  time  something  of 
the  character  of  local  markets,  which  secured  them  against  the 
competition  of  large-scale  industries.  The  absence  of  modern 
methods  of  transport  and  the  lack  of  any  outlet  on  the  sea  added 
to  the  diflBculties.  The  capital  available  in  the  country  was  in- 
suflScient  to  allow  of  industrial  development,  and  it  was  therefore 
of  the  utmost  importance  that  capital  should  be  attracted  from 
abroad.  The  small  amount  of  foreign  capital  actually  invested 
in  Serbian  undertakings  proved  an  inestimable  boon.  Unfor- 
tunately the  Austro-German  Press  systematically  cried  down 
Serbia  as  a  jfield  for  the  foreign  investor,  and  so  discouraged  the 
flow  of  capital  that  would  have  meant  so  much  for  her  economic 
development.  There  seems  little  doubt  that  it  suited  the  Central 
Empires  to  warn  trespassers  off  the  field,  which  they  intended  to 
reserve  for  their  own  use  in  the  not  very  distant  future. 


II.  Location  of  Industries. 

It  is  well  known  that  industries,  as  a  rule,  spring  up  and 
flourish  in  the  neighbourhood  of  coalfields  and  iron  mines.  Not 
so  the  industries  of  Belgrade.  Serbia  is  essentially  an  agricultural 
country,  with  little  mineral  wealth,  and  her  industries  are  a 
creation  of  the  last  decade,  with  the  Austro-Serbian  tariff  war 
of  1906  for  their  starting-point.  Not  coal  or  iron,  but  commercial 
roads  afforded  Serbia  her  opportunity.  Belgrade  lies  on  the  great 
railway  line  that  extends  from  London  and  Paris,  through  Vienna 
and  Sofia,  to  Constantinople  and  Baghdad.  It  is  also  on  the  direct 
line  from  Nish  to  Salonica.  Further,  Belgrade,  built  on  a  height 
above  the  confluence  of  the  Save  and  the  Danube,  commands  three 
waterways  :  the  first  up  the  Save,  which  is  navigable  to  Sisak ; 
the  second  up  the  Danube  to  Buda-Pest,  Vienna,  and  Ulm ;  the 
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third  down  the  Danube  to  the  Black  Sea.  We  may  expect  to 
see  the  river  Morava  made  navigable,  and  a  canal  constructed  to 
join  the  Morava  to  the  Vardar,  so  that  a  direct  river  route  v^ill 
run  to  Salonica.  This  proposed  new  waterway  will  relieve  the 
central  railway  of  all  the  bulky  and  heavy  traffic,  and  will  be  of 
great  economic  importance. 

III.  Conditions  Favouring  the  Establishment  of  Industries. 

As  Serbia  is  in  close  touch  with  Austria-Hungary  on  the  north 
and  west,  it  is  not  surprising  that  not  her  commerce  only,  but  her 
entire  economic  life,  has  long  been  controlled  by  her  powerful 
neighbour.  In  1905  Austria  tried  to  niin  Serbia  by  forbidding  the 
import  of  pigs  and  oxen— Serbia's  main  export.  There  ensued, 
early  in  1906,  between  Serbia  and  the  Dual  Monarchy  a  tariff  war 
which  lasted  until  1911.  The  "Pigs*  War,"  as  it  was  called, 
marked  the  beginning  of  Serbian  commercial  independence  and 
the  creation  of  her  domestic  industries.  It  was  the  great  year  of 
liberation  for  her  commerce,  and  unique  in  the  annals  of  the 
country.  There  was  at  the  time  no  natural  foundation  for  the 
development  of  industry,  yet  factories  were  to  be  built  and  indus-^ 
tries  developed.  A  new  Customs  tariff  came  into  force  in  March, 
1906,  the  root  idea  of  which  was  protection,  but  manufacturers 
erecting  industrial  establishments  were  granted  the  privilege  of 
importing  the  necessary  machinery  free  of  duty.  It  was  thus, 
under  conditions  nothing  short  of  desperate,  that  Serbia  began 
her  career  as  an  independent  industrial  State  in  1906. 

While  industry  on  a  large  scale  was  developing,  small  indus- 
tries did  not  by  any  means  drop  suddenly  out  of  the  race.  And 
in  these  circumstances  progress  remained  very  slow.  The  coal 
supply  shows  how  backward  Serbia  has  been  until  quite  recently. 
Twenty  years  ago  she  still  exported  coal ;  to-day  the  home  supply 
is  inadequate  (pr  industrial  purposes,  and  foreign  coal  is  imported. 
The  protective  tariff  brought  within  the  kingdom  many  industries 
which  had  formerly  supplied  the  entire  national  requirements 
from  the  outside.  From  this  time  onward  it  is  possible  to  dignify 
the  industrial  activities  of  Serbia,  and  more  especially  of  Belgrade, 
by  the  name  of  manufactures.  With  the  exception  of  some  small 
industrial  centres  in  the  Morava  valley,  all  industrial  forces  have 
a  tendency  to  concentrate  in  Belgrade. 

IV.  Industrial  Development. 

We  have  seen  how  not  only  the  tariff  war  of  1906,  but  also 
the  existing  Customs  regulations  were  favourable  to  manufac- 
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turers.  The  industries  of  Belgrade  cater  for  home  requirements, 
and  work  with  comparatively  cheap  raw  materials.  Kailway 
development,  cheapening  the  transport  of  raw  products  from  the 
country,  and  enhancing  the  prosperity  of  the  towns  and  larger 
villages,  further  stimulated  the  growth  of  manufactures  in  Bel- 
grade.   We  will  briefly  review  the  most  important  industries. 

The  great  slaughterhouses  and  curing  factories,  with  their  out- 
put of  meat,  fresh  lard,  and  bacon,  are  of  special  importance  .  ' 
Tanneries  provide  leather  for  manufacturers  of  leather  goods,  an^  | 
for  boot  and  shoe  factories,  but    the    national    supply    of    ra\w^  | 
material  is  insufficient,  and  more  leather  is  imported  from  abroad-  j 
The  newly  established  sugar  industry  now  plays  an  important 
part  both  in  the  agriculture  and  the  manufacture  of  the  country. 
The  beet  is  cultivated  in  the  country,  and  yields  a  good  percentage 
of  sugar. 

Among  the  most  important  industries  is  the  milling  of  grain, 
which  supplies  all  the  flour  required  for  home  consumption. 
There  are  also  macaroni,  semolina,  and  Italian  paste  factories, 
which,  however,  owing  to  insufficiency  of  capital,  do  not  satisfy 
the  home  demand.  The  manufacture  of  matches,  which  is  a  mono- 
poly, answers  the  needs  of  the  country.  Breweries  are  very 
prosperous,  and  are  supplied  with  home  grown  and  made  malt, 
while  the  hops  are  imported  from  abroad. 

Manufacturers  of  pottery  have  the  advantage  of  a  good 
domestic  supply  of  raw  products ;  they  turn  out  stoves  and  various 
materials  for  the  construction  of  drains,  but  the  trade  lacks  both 
capital  and  business  capacity,  and  cannot  cope  with  the  home 
demand.  The  entire  tobacco  trade — cultivation,  manufacture, 
and  sale — is  a  Government  monopoly.  The  home-grown  tobacco, 
produced  chiefly  in  the  Morava  valley,  is  mixed  with  Turkish; 
the  blend  obtained  is  excellent,  and  is  used  almost  exclusively  for 
the  production  of  cigarettes. 

The  low  import  duties  on  unfinished  articles  encouraged  the 
establishment  of  industries  which  worked  up  the  half-manufac- 
tured materials  imported  from  abroad.  Among  these  may  be 
mentioned  sawmills,  soap  works,  candle  factories^  paper  mills » 
and  manufactories  of  cloth  and  other  textiles.  At  first  there  were 
many  difficulties  to  surmount,  but  the  movement,  though  slow, 
continued  \^^thout  interruption.  Every  depression  was  followed 
by  a  period  of  progress  and  prosperity,  and  so  in  the  last  few  years 
the  economic  foundations  of  modern  Serbia  were  successfully  laid. 
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V.  Future  of  Industry. 

We  have  seen  how  deficient  methods  of  communication  have 
hampered  the  development  of  trade  and  industry.  The  extension 
of  railway  facilities,  which  will  supply  the  industries  of  Belgrade 
more  cheaply,  quickly,  and  efficiently,  will  be  of  the  greatest  value 
to  the  nation.  New  bridges  and  highways  are  urgently  needed, 
and  existing  roads  must  be  improved.  The  subject  of  vital  interest 
at  present  is  the  projected  Danube- Adriatic  line,  which  is  expected 
to  become  a  great  artery  of  Serbian  traffic.  This  line  is  already 
begun. 

The  lack  of  a  native  fuel  supply  is  compensated  by  the 
enormous  water  power  of  the  country,  which  enables  electricity 
to  be  generated  at  small  cost.  Eecent  developments  of  electro- 
technology  have  made  practicable  the  transmission  of  electrical 
energy  over  long  distances,  and  the  introduction  of  modern, 
efficient  turbines  will  further  enhance  the  value  of  water  power. 
There  had  been  some  progress  in  this  direction  before  the  war, 
and  it  is  expected  to  become  more  definite  and  intelligent. 
Another  task  reserved  for  the  future  is  the  development  of  the 
soil,  and  the  working  up  of  materials  into  more  valuable  products 
before  export. 

There  is  much  important  work  to  be  done  in  order  to  establish 
direct  railway  and  shipping  connections  with  other  countries  and 
to  shake  off  the  incubus  of  the  foreign  intermediary  who  battens 
on  Serbians  trade.  When  Serbia  was  drawn  into  the  great  war 
her  industries  were  crippled ;  to-day  almost  all  of  them  are 
destroyed.  The  first  Austrian  shells  fired  on  July  29th,  1914,  were 
directed,  not  at  the  military  establishments,  but  at  the  youthful 
industries  of  Belgrade. 

The  existing  industries,  created  to  meet  the  needs  of  the  Serbia 
of  1912,  will  have  to  be  renewed  and  considerably  extended  for 
the  greater  Serbia  of  the  future.  The  Serbs  are  endowed  with 
an  enterprising  spirit,  and  their  standard  of  workmanship  is 
bigh.  To  carry  on  the  new  industries  much  foreign  capital  will 
be  required.  Blast  furnaces,  capable  of  supplying  industry  with  its 
requirements  in  steel  and  iron,  are  first  essentials.  The  existing 
railway  lines  must  be  linked  up  with  the  lines  of  the  new  provinces, 
to  stimulate  the  interchange  of  products,  and  to  ensure  thorough 
and  rapid  assimilation  of  the  new  territories.  The  water-borne 
traffic  of  the  Danube  and  Save,  which  will  cease  to  be  frontier 
rivers,  will  be  equally  important.  With  the  exception  of  two  or 
three  captured  ships,  the  entire  Serbian  mercantile  marine  has 
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been  destroyed.     A  great  shipping  yard  for  the  construction  of 
steamboats,  tugs,  and  barges  will  be  a  primary  necessity. 


VI.  Necessity  for  a. Serbian  Harbour, 

Serbia's  geographical  conditions  are  unfavourable ;  she  cannot 
compare  with  those  other  small  European  countries  so  happily 
placed  on  the  edge  of  the  world's  great  commercial  roads.    With 
no  access  lo  the  sea-coast,  whether  near  or  remote,  Serbia  has 
been  deprived  of  all  commercial  relations,  and  has  been  denied  the 
opportunities   of   economic   and   industrial   expansion   to   which 
Holland,  Belgium,  and  Denmark  owe  their  fortune  and  prosperity. 
Powerful  States  separated  Serbia  from  the  rest  of  the  world,  and 
she  remained  a  landlocked  country  under  the  shadow  of  the  mili- 
tary menace  and  economic  exploitation  of  Austria.     She  could 
export  only  through  Austria-Hungary,  on  whom  she  was  there- 
fore as  dependent  as  any  subject  State.    When  this  Empire  closed 
its  frontiers  to  Serbian  trade  the  situation  was  indeed  critical. 
Serbia  stood  at  the  edge  of  the  abyss. 

How  much  Serbia  feels  the  need  of  a  harbour  can  be  judged 
from  the  experience  of  the  past  few  years.  Since  Salonica  passed 
into  Greek  hands,  and  the  relations  of  Greece  and  Serbia  were 
friendly,  Serbian  trade  passing  through  Salonica  expanded  so 
enormously  as  to  transform  the  appearance  of  the  great  Aegean 
port.  It  might  have  been  a  Serbian  export  centre,  for  it  was 
Serbian  trade,  incomparably  greater  than  Greek  trade,  which  gave 
life  to  Salonica. 

For  the  future  Serbia  will  indubitably  need  not  only  free 
access  to,  but  a  port  of  her  own  on  the  Adriatic,  and  a  coast-line 
in  proportion  to  her  inland  territory.  The  greater  portion  of  the 
New  Serbia  will  press  towards  the  Adriatic,  which  will  profit  by 
the  river  routes  of  the  Danube  and  Save  up  to  Sisak.  Hence 
Fiume  is  indicated  as  the  principal  Serbian  harbour  on  the 
Adriatic,  more  especially  since  the  population  of  this  town  and 
district  is  composed  almost  exclusively  of  Serbo-Croats.  Other 
points  on  the  coast  south  of  Fiume  would  not  serve — first,  because 
of  the  configuration  of  the  coast,  and,  secondly,  owing  to  the 
diflSculty  of  running  railway  lines  to  these  points. 

With  the  new  harbours  which  Serbia  hopes  to  acquire,  and 
her  excellent  geographical  position  so  near  the  central  portion  of 
the  Mediterranean,  her  further  progress  in  the  industrial  field  is 
full  of  rich  possibilities.  Milosh  St.  Ilitch 

Birmingham  University. 
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The  Problem  of  Casual  Dock  Labour  in  Holland. 

The  consequences  of  casual  labour  in  the  Dutch  ports  are  iden- 
tical with  those  experienced  in  England.  Of  course,  the  number 
of  dock  labourers  is  not  so  great  in  the  Dutch  as  in  the  principal 
English  ports,  but  the  conditions  under  which  these  labourers 
work  are  on  the  whole  the  same.  It  might  perhaps  be  expected 
that  nationality  would  exert  its  influence  with  regard  to  the  sort 
of  unfavourable  effects  for  individuals  and  for  society,  a  more  par- 
ticularly Dutch  character  being  inherent  to  them  as  compared 
with  the  same  phenomenon  in  England.  Nothing  of  the  kind. 
The  Dutch  casual  labourer  suffers  from  the  disadvantages  of  his 
social  position  in  the  same  way  as  the  English,  the  cause  of  his 
situation  being  not  of  a  national  but  of  a  social  character.  Thus 
the  Dutch  community  is  called  upon  to  perform  the  same  task  as 
that  at  which  England  has  been  working  so  successfully  for  some 
years. 

For  the  regular  readers  of  this  periodical,  in  which  so  many 
interesting  articles  on  this  part  of  the  problem  of  unemployment 
have  been  published,  we  need  not  refer  in  detail  to  the  causes  of 
casual  labour.  In  England  they  are  at  the  fountain  head  of  our 
knowledge  of  this  problem.  For  though  on  the  Continent  the 
consequences  of  casual  labour  were  as  obvious  as  in  England,  our 
knowledge  of  its  causes,  and  so  of  the  means  for  combating  this 
evil,  are  due  in  the  first  place  to  English  economists  and  social 
reformers, who  have  hereby  laid  all  those  studying  the  problem 
under  a  great  obligation.  The  reporter  on  an  inquiry  into  the 
situation  of  casual  dockers,  organised  in  1912  at  Amsterdam,  gives 
aa  his  opinion  :  "By  examining  the  labourers,  an  opportunity  was 
offered  to  get  an  insight  into  the  generally  sad  conditions  of  life 
of  those  workmen,  which  appeared  to  correspond  in  nearly  all 
respects  to  what  was  found  by  the  English  inquirers  on  this 
Jttbject." 

The  war  has  worked  this  good  consequence  for  the  problem  of 
casual  labour,  that  it  has  accelerated  its  solution.  We  do  not 
««ert  that  this  solution  was  caused  by  it ;  for  several  years,  in  fact, 
the  opinion  has  been  more  and  more  widely  held  that  the  existing 
8tate  of  affairs  in  the  docks  urgently  needed  improvement,  while 
the  more  far-sighted  understood  that,  in  order  to  eliminate  the 
inoBt  important  cause  of  those  bad  conditions,  the  prevalent 
system  of  engaging  men  had  to  be  changed  first  of  all. 

I  2 


Digitize^PoOgle  1 


116  THE   BCONOinC  JOURNAL  [MAKCH 

For  the  port  of  Rotterdam  the  idea  of  regulating  this  system 
in  some  manner  is  far  from  novel.  Various  attempts  had  already 
been  made  in  that  port  to  reduce  the  too  extensive  labour  reserves, 
or,  if  possible,  to  make  them  disappear.  During  the  last  twenty 
or  twenty-five  years  a  great  number  of  endeavours  have  been  made 
in  that  direction.  Yet  not  a  single  one — ^however  efiBcacious  it 
may  have  appeared  at  first  sight — proved  capable  of  realising  the 
object  aimed  at.  Though  wages  may  have  been  raised,  and  the 
hours  of  work  regularised,  no  improvement  of  a  more  or  less 
radical  nature  in  the  system  of  engagement  could  be  attained  up 
to  now. 

As  regards  the  port  of  Amsterdam,  it  must  be  mentioned  that 
already  in  1904  full  deliberations  had  been  held  by  the  Port 
Employers*  Association  about  the  constitution  of  a  kind  of  Labour 
Exchange  for  the  docks,  or,  rather,  of  a  central  association  of 
master  stevedores,  which  was  to  take  into  its  service  all  casual  dock 
labourers,  with  a  view  to  distributing  them  afterwards  in  propor- 
tion to  the  demand  and  according  to  fixed  rules  among  the  various 
separate  undertakings.  On  close  observation  of  the  details  of  the 
plan  it  appeared,  however,  that  its  execution  would  meet  with  so 
many  serious  objections  in  practice  that  it  was  never  carried  out. 

Another  important  endeavour  to  bring  about  some  organisation 
in  the  engagement  of  casuals  and  to  create  a  staff  of  labourers 
capable  of  finding  a  livelihood  in  the  docks  consisted  in  the  intro- 
duction, in  1900,  of  the  so-called  "booklet  system,"  which  in  prin- 
ciple resembles  most  the  well-known  syf^tem  of  the  London  and 
India  Docks  Company. 

That  casual  labour  in  the  docks  is  scarcely  known  in  the 
smaller  ports  of  Holland  may  certainly  be  considered  as  a  proof 
that  it  should  be  regarded  as  a  phenomenon  affecting  great  masses 
and  consequently  as  peculiar  .to  the  labour  conditions  in  large 
ports.  Speaking  generally,  the  regulations  applied  in  those 
smaller  places,  and  suggested  by  the  labourers  themselves,  come 
to  this  that  by  mutual  association  the  labourers  obtained  from 
the  employers,  either  by  arrangement  or  by  contract,  an  under- 
standing that  only  members  of  their  union  would  be  allowed  to  do 
the  work  available.  Only  when  the  demand  for  labourers 
increases  to  such  a  degree  that  the  union  is  no  longer  able  to  meet 
it,  non-union  men  are  taken  on. 

As  stated  above,  the  war  has  accelerated  the  process  of  improv- 
ing the  organisation  of  the  labour  market  in  the  two  large  Dutch 
ports,  Rotterdam  and  Amsterdam.  Never  before,  indeed,  have 
the  disadvantages  of  casual  labom:  so  distinctly  come  to  light  as 
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during  the  crisis,  rendering  a  special  organisation  of  relief  of 
distress  necessary. 

Anyone  who  knows  the  effects  of  a  lack  of  an  organised  inter- 
mediary between  demand  and  supply  of  labour  in  the  docks  will 
understand  that  the  number  of  men  employed  is  by  no  means  pro- 
portionate to  the  number  of  those  offering.  For  in  accordance  with 
the  degree  of  disconnection  of  the  labour  market  the  number  of 
labourers  offering  increases,  and  so  we  may  take  it  for  granted  that 
the  number  of  those  in  search  of  work,  who  applied  at  the  gates 
of  the  docks  and  wharves,  was  considerably  larger  in  Holland  than 
the  maximum  of  those  employed  on  the  busiest  day  of  the  year. 
This  phenomenon,  which  is  also  visible  in  normal  times,  is  still 
more  noticeable — of  course,  in  a  time  of  crisis,  the  proportion  of 
the  quantity  of  work  available  to  the  number  of  men  in  search 
of  work  becoming  still  more  unfavourable. 

In  Holland  the  crisis  caused  by  the  war  necessitated,  as  one 
of  the  first  measures,  the  establishment  of  a  Committee  of  Belief 
for  the  unemployed  dockers.  The  longer  the  crisis  lasted,  how- 
ever, the  more  the  difiQculty  presented  itself  in  the  practice  of  the 
relief  work  of  determining  when  a  casual  docker  should  be  con- 
sidered unemployed.  It  was  precisely  in  the  course  of  their 
work  that  the  Committee  of  Relief  experienced  the  truth  of 
Mr.  Beveridge's  maxim  that  :  "The  essence  of  their  position  is  not 
that  they  are  unemployed,  but  that  they  are  irregularly  employed." 
fBeveridge,  Unemployment:  A  Problem  of  Industry ,  page  77). 
The  conviction  grew  that,  in  order  to  help  the  victims  of  the  crisis 
permanently,  it  was  not  sufiQcient  to  support  them  chiefly  or  exclu- 
sively with  money,  but  that  in  the  first  place  attempts  should  be 
made  to  eliminate  the  original  cause  of  uncertainty  in  their  live- 
lihood. Not  until  this  had  taken  place,  indeed,  could  it  be  deter- 
mined who  was  out  of  work  for  no  fault  of  his  own,  but  in  addition 
—and  this  was  even  more  important — endeavours  could  then  be 
made  to  substitute  central  regulation  for  the  prevalent  system  of 
casual  employment.  At  the  same  time  the  superfluous  part  of 
the  labour  reserve  could  be  got  rid  of,  with  the  result  that,  after 
the  crisis  of  the  war,  trade  in  the  docks  having  recovered  its  normal 
position,  this  matter  would  have  been  entirely  arranged. 

At  Amsterdam  a  committee  was  appointed  by  the  local  authori- 
ties, whose  object  it  was  to  project  detailed  plans  for  the  consti- 
tution of  a  dock  labour  exchange.  Although  this  committee  is  not 
yet  ready  with  its  final  report,  it  has  carried  through  a  provisional 
measure  to  the  effect  that  for  the  greater  part  of  the  docks  an 
experiment  is  being  made  with  a  system  by  which  the  employers 
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take  on  the  labourers  at  the  gates  of  their  own  wharves  during  a 
fixed  period  of  the  morning  only,  but  for  the  rest  of  the  day  bind 
themselves  to  take  on  the  men  at  a  centre  of  engagement  to  be 
instituted  by  the  local  government. 

Although  the  organisation  of  labour  marketing  for  the  docks 
has  undoubtedly  reached  a  further  stage  of  completion  at  Botter- 
dam  than  at  Amsterdam,  yet  there  is  less  to  be  said  about  the 
former  port.  For  at  Rotterdam  this  matter  is  at  present  entirely 
in  the  hands  of  the  employers,  and  any  influence  on  the  part  of 
the  municipality  is  excluded.  There  are  good  reasons  to  suppose, 
however,  that  after  the  endeavours  of  former  years,  aiming  at  the 
improvement  of  the  existing  state  of  affairs,  the  attempt  now 
being  undertaken  will  be  more  successful. 

Although  the  Stevedores  Act,  which  will  probably  come  into 
operation  in  the  course  of  this  year,  is  not  related  directly  to  the 
problem  of  casual  labour,  yet  we  think  it  relevant  to  mention  it  in 
the  present  connection.  The  Act  contains  chiefly  prescriptions  of 
safety  for  the  prevention  of  trade  accidents,  but  one  paragraph 
deals  with  the  spells  of  work  in  the  docks.  It  stipulates  that 
dockers  are  not  allowed  to  work  any  longer  than  ten  hours  out  of 
twenty-four,  unless  licence  for  overtime  in  extraordinary  circum- 
stances is  obtained  for  each  case  separately,  and  also  with  the 
exception  of  particular  groups  in  connection  with  particular  kinds 
of  work.  On  no  account  will  they  be  allowed  to  work  any  longer 
than  twenty-four  hours  at  a  stretch,  rests  of  six  hours  and  less 
included,  while  they  are  not  permitted  to  work  in  total  more  than 
sixty  hours  in  the  period  from  Monday  at  6  a.m.  till  Saturday  at 
midnight,  again  unless  licence  for  overtime  in  extraordinary  cir- 
cumstances is  obtained  for  each  case  separately.  One  of  the 
greatest  evils  of  casual  dock  labour  is  thus  attacked  by  this  Act. 

When  we  survey  the  results  obtained  up  to  now,  it  is  obvious 
that  in  Holland,  as  in  most  other  countries,  the  constitution  of 
labour  exchanges  is  considered  one  of  the  most  efficient  measures 
for  improving  the  conditions  of  labour  in  the  docks.  The  future 
will  decide  whether  the  dock  labour  exchange  will  also  make  for 
the  stability  of  employment. 

E.  BOESMAI) 

Amsterdam. 
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SPECIMEN  FOOD  TICKETS. 

The  Swedish  Bread  Card. 

This  is  only  half  the  complete  ticket,  for  the  first  week  only. 
The  3  indicating  the  district  is  in  the  original  printed  over  the 
whole  coupon.  Down  each  column  of  coupons  is  a  dotted  line 
showing  where  the  coupons  may  be  divided. 
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Ticket  District  No.  3. 
"A-"/i  1917. 
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Each  coupon  entitles 

to  purchase  of 
65  grammes  of  new  bread 

OP 

80  grammes  of  floor 

or 

40  grammes  of  dry  bread 


Divided  coupon  for  half  the 
quantity. 
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>^^tho  seller^ 
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^  ^|the  coupon. 


A  loose 
coupon  is 
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New  bread  tickets  will 
only  be  issued  on  pre- 
senting centre  of  ticket. 

Dry     bread     includes 

ordinary    bread     and 

the  Swedish  rye  bread, 

rusks,  biscuits,  etc. 

Each  ticket  is  only  good 

for  the  stated  period 

and  within  the  district 

limit  of  ticket 


Must  be  kept  with 
care. 
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The  French  Sugar  Card. 

A  copy  of  the  French  sugar  card  is  given  below.     It  is  made 
of  yellow  cardboard,  folded  in  two,  and  current  for  six  months. 


—  13  — 

June,  1917. 

250  gr. 

-7  - 

April,  1917. 

250  gr. 

—  1  — 

February,  1917. 

250  gr. 

—  U  — 

June,  1917. 

260  gr. 

-  8  — 

April,  1917. 

250  gr. 

—  2  — 

February,  1917. 

250  gr. 

—  15  — 

June,  1917. 

250  gr. 

—  9  — 

April,  1917. 

260  gr. 

—  3  — 

February,  1917. 

250  gr. 

—  16  — 

July,  1917. 

250  gr. 

—  10  — 

May,  1917. 

250  gr. 

—  4  — 

March,  1917. 

250  gr. 

-  17  - 

July,  1917. 

260  gr. 

—  11  — 

May,  1917. 

250  gr. 

—  5  — 

March,  1917. 

250  gr. 

—  18  — 

July,  1917. 

260  gr. 

—  12  — 

May,  1917. 

250  gr. 

—  6  — 

March,  1917. 

250  gr. 

On  the  first  page  is  the  name  of  the  Commune  where  the  card 
is  current,  and  the  notice  that  the  said  card  is  personal  and  not 
transferable ;  on  the  left  is  the  oflBcial  stamp  of  the  Cdmmune ;  on 
the  right  the  signature  of  the  holder.  On  the  second  page  are 
18  coupons  ss  above,  each  entitling  to  250  grm.  of  sugar  every  ten 
days  from  February  1st  to  July  31st. 

An  allowance  of  750  grm.  of  sugar  per  head  is  being  made 
monthly  from  February  1st,  with  a  reduction  of  250  or  500  grm. 
for  people  who  take  one  or  two  meals  in  a  restaurant.  Besides  this, 
at  a  convenient  time  3  kilos  per  head  will  be  allotted  annually  for 
jam-making. 
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The  Danish  Sugar  Card. 
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-1.  ■• 


J^  ^ 


&B»part  of  the  card  must 
ba  kq;>t  and  returned  by 
tfe  holder  when  appljing 
for  a  sogar  card  for  the 
D«xt  quarter. 


Coapon  for  purchase 
in  March,  1917, 

of 
i  kilog.  Sugai*. 


Coupon  for  purchase 
in  March,  1917, 

of 
^  kilog.  Sugar. 


Coupon  for  purchase 
in  March,  1917, 

of 
A  kilog.  Sugar. 


Coupon  for  purchase 
in  March,  1917, 

of 
^  kilog.  Sugar. 


Coupon  for  purchase 

in  February,  1917, 

of 

i  kilog.  Sugar. 


Coupon  for  purchase 

in  February,  1917, 

of 

i  kilog.  Sugar. 


Coupon  for  purchase 
in  February,  1917, 

of 
I  kilog.  Sugar. 


Coupon  for  purchase 

in  February,  1917, 

of 

J  kilog.  Sugar. 


Coupon  for  purchase 

in  January,  1917, 

of 

^  kilog.  Sugar. 


Coupon  for  purchase 

in  January,  1917, 

of 

^  kilog.  Sugar. 


Coupon  for  purchase 
in  January,  1917, 

of 
jf  kilog.  Sugar. 


Coupon  for  purchase 

in  January,  1917, 

of 

i  kOog.  Sugar. 


I 


Colour  of  card  brown.     Each   coupon  has  an  imitation  water-mark  with  the 

word  ** Sugar." 
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SOME  EECENT  AETICLES  IN  GEEMAN  PEEIODICALS. 

I.  The  Supply  of  Industrial  Labour  in  Germany  During 

THE  War. 

The  ifollowing  information  relating  to  this  great  war  dilemma 
has  been  taken  from  the  Jahrbucher  fiir  Nationaloekonomie  und 
Statistik  (December  issue,  1916).  It  has  been  collected  in  the 
highly  industrialised  province  of  Upper  Silesia,  and  may  serve, 
therefore,  to  a  certain  degree  as  an  illustration  of  how  the  obstacles 
of  shortage  of  labour  have  been  met  with  also  in  other  industrial 
centres  of  Germany. 

Statistics  relating  to  five  Upper  Silesian  iron  and  engineering 
works,  employing  about  15,000  workmen,  show,  the  author,  Dr. 
Friedrich  Syrup,  states,  that  after  the  first  three  weeks  of  war 
23  per  cent,  of  their  hands  had  been  called  to  the  colours.  The 
remaining  77  per  cent,  had  been  increased  to  about  80  per  cent, 
by  new  employees.  Business  was  brisk,  as  even  before  the  war 
some  of  the  factories  were  already  in 'part  engaged  on  military 
contracts,  and  these  now  devoted  themselves  entirely  to  war 
orders,  working  at  full  pressure  in  order  to  meet  army  demands. 

After  the  first  twelvemonth  of  war,  however,  in  spite  of  the 
fact  that  many  more  workmen  had  been  called  up,  the  peace 
numbers  had  not  only  been  once  more  equalled,  but  actually 
exceeded  by  8  per  cent.  The  following  notes  deal  with  the 
various  means  which  enable  Upper  Silesian  industrials,  in  spite 
of  all  obstacles,  to  secure  a  supply  of  labour  sufl&cient  to  enable 
them  to  deal  successfully  with  the  extensive  contracts,  especially 
for  military  material,  which  they  had  undertaken  to  deliver. 

1. — Increasing   the  Individual  Output, 

The  first  method  adopted  in  order  to  make  up  for  the  shortage 
of  labour  was  to  increase  the  output  of  the  workmen  still  left  in 
such  a  way  as  to  give  due  regard  to  the  interests  of  national 
defence  and  of  the  employers  on  the  one  side,  and  to  those  of 
the  workers  on  the  other.  The  first  weeks  of  transition  imme- 
diately after  mobilisation  involved  specially  heavy  demands  on 
mechanics,  engineers,  and  foremen. 

It  was  found  that  the  best  way  of  getting  the  utmost  out  of 
the  men  was  to  increase  piece-work  rates.     Specially  high  pay 


Digitized  by  V^OOQ IC     I 


MAttCH,  1917]  SOME  BEOBNT  ABTTCLES  IN  GERMAN  PERIODICALS  125 

for  Sunday  work,  with  overtime,  easily  induced  the  workers  to 
give  up  their  usual  leisure  also. 

After  some  months,  however,  it  was  found  that  this  overwork 
reduced  output,  and  ought  to  be  avoided  as  much  as  possible.  It 
was  not  possible,  in  view  of  the  shortage  of  labour  with  the 
paramount  claims  of  national  defence,  to  divide  the  24-hour  day 
into  three  8-hour  shifts. 

2. — Prevention  of  Migration  of  Labour. 

The  necessity  for  the  prevention  of  migration  of  labour  did 
not  appear  immediately  after  the  war.  In  certain  branches  of 
industry — e.g.,  furniture-making,  food  factories,  manufacture  of 
luxuries — output  was  reduced  and  the  supply  of  labour  exceeded 
the  demand,  while,  on  the  other  hand,  migration  was  counten- 
anced, not  only  of  the  labour  so  set  free,  but  also  of  other  and 
most  necessary  labour.  Labour  Exchanges,  ignorant  of  local 
conditions,  and  even  the  army  authorities  themselves,  encouraged 
migration  of  iron  workers  to  the  industrial  war-centres  of  Western 
Germany.  The  intention  was  doubtless  excellent,  as  in  theory 
only  unemployed  workmen  were  to  be  attracted  and  the  general 
advantage  thereby  served,  but  it  was  not  noticed  that  the  un- 
employment noticeable  in  the  first  stages  of  the  war  did  not 
extend  to  skilled  iron-workers,  and  that  many  of  these  were 
being  induced  to  leave  jobs  at  which  they  would  othei'wise  have 
continued  to  work.  Such  a  diversion  of  labour  would  have  in- 
flicted serious  injury  on  the  industry  of  Upper  Silesia,  inasmuch 
as  there  is  already  considerable  migration  from  that  province  to 
other  industrial  districts ;  thus  the  latest  statistics  show  that  of 
the  miners  and  iron-workers  in  the  Ehineland  and  Westphalia 
12  per  cent,  come  from  Silesia,  of  Berlin  industrial  workers 
18  per  cent.,  and  of  Saxon  industrial  workers  as  much  as  27  per 
cent. 

The  civil  and  military  authorities  were,  however,  quick  to 
realise  their  mistake,  and  took  effective  measures  to  discounten- 
ance the  activity  of  agents  and  plausible  newspaper  advertise- 
ments. This  course  was  the  less  objectionable,  inasmuch  as  all 
skilled  iron-workers  in  Upper  Silesia  were  assured  of  permanent 
and  well-paid  work.  Competition  for  skilled  hands  was  very 
sharp  among  the  various  works,  and  led  to  increased  wages, 
while  in  addition  the  interests  of  national  defence  demanded  that 
the  necessary  labour  should  be  secmred  to  them.  The  only  excep- 
tion made  was  in  the  middle  of  November,  1914,  when  there 
Was  a  temporary  systematic  transfer  of  the  younger  workmen  to 
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other  districts ;  these  youths,  however,  almost  all  returned  home 
within  a  short  space  of  time,  so  that  the  apprehensions  at  first 
expressed  with  regard  to  them  proved  groundless. 


3. — Encouragement  of  Immigration  from  Other  Districts, 

The  attempt  to  procure  labour  from  outside  Silesia  met  with 
greater  diflBculties.  Every  great  industrial  district  endeavours 
to  attract  to  itself  the  labour  it  requires  from  its  more  and  less 
immediate  neighbourhood.  But  the  political  peninsula  of  Upper 
Silesia,  surrounded  as  it  is  on  three  sides  by  foreign  territory, 
has  always  been  at  a  disadvantage  compared  with  the  other 
German  mining  districts;  it  enjoys  no  great  reputation  in  the 
Empire  generally,  and,  in  view  of  its  situation,  was  not  cal- 
culated to  attract  timid  souls  during  the  first  six  months  of  the 
war. 

In  addition  to  all  this,  Upper  Silesia  was  handicapped  by 
possessing  no  organised  Labour  Exchanges  at  the  beginning  of 
the  war ;  the  workman  out  of  employ  was  in  the  habit  of  going 
from  factory  to  factory  and  studying  the  lists  of  "  hands  wanted  " 
pasted  on  the  doors.  It  need  hardly  be  said  that  numerous  dis- 
advantages attach  to  such  a  system,  which  wastes  time  and 
encourages  idleness  and  drinking,  besides  making  it  much  more 
difficult  for  a  careful  factory  owner  to  choose  his  men.  The  fact 
that  each  factory  proceeded  independently  of  all  the  others  of 
course  led  to  the  steady  and  capable  hands  looking  out  jobs  for 
themselves,  whereas  such  Labour  Exchanges  as  existed  were 
left  with  the  inferior  workers  on  their  hands.  Their  efforts  to 
find  situations  for  such  inferior  labour  led  to  a  prejudice  arising 
against  Labour  Exchanges  in  general,  which  also  extended  to 
the  Communal  Exchanges. 

These  Communal  Exchanges  were  faced  with  the  usual  initial 
difficulties  :  lack  of  capable  managers,  red  tape,  unfavourably- 
situated  offices,  mutual  jealousies,  etc.,  and  they  had  one  par- 
ticular shortcoming — the  lack  of  centralisation.  The  Central 
Labour  Bureau  for  Silesia,  established  at  Breslau,  was  not  in  a 
position  to  do  justice  to  the  special  claims  of  industrial  Upper 
Silesia.  So  self-contained  and  specialised  a  district  should  have 
received  from  the  beginning  a  properly  centralised  exchange 
system  with  a  proper  classification  of  occupations,  and  this  would 
have  been  neither  expensive  nor  difficult  in  view  of  the  fact  that 
the  branches  of  industry  concerned — viz.,  coal-mining,  iron  and 
zinc  works,  and  hardware  factories — are  comparatively  few,  and 
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of  the  further   fact   that  Employers*    Exchanges,   which   have 
proved  so  useful  elsewhere,  do  not  exist  in  this  province. 

4. — Individtuil  Efforts  to  Obtain  Workers, 

The  attempts  of  individual  employers  to  obtain  hands  by 
application  to  the  other  Exchanges  of  their  own  or  neighbouring 
provinces,  after  having  unsuccessfully  set  the  local  Exchange  in 
motion,  were  not  usually  successful.  In  cases  where  applications 
for  exemption  of  present  employees  from  service  were  rejected, 
the  official  inspectors  habitually  referred  employers  to  the  Labour 
Exchanges  recorded  in  the  lists  of  the  Arbeits-Anzeiger  as  offer- 
ing workers  who  might  make  suitable  substitutes.  But  such  refer- 
ences mostly  proved  useless,  as  the  Exchange  officials  had  no 
cognisance  of  the  qualifications  required  for  each  particular  situa- 
tion, and  therefore  refused  to  take  the  responsibility  of  selecting. 
i"  This  method  having  thus  proved  unsatisfactory,   local  can- 

vassing was  resorted  to  the  more  actively.     Many  cases  are  known 
in  which  the  agents  of  a  factory  paying  high  wages  endeavoured 
'  to  induce  workmen  to  leave  another  factory  where  wages  were 

lower;  the  high-wage  factories  were,  without  exception,  such  as 
W  had  undertaken  well-paid  army  contracts,  the  low-wage  factories 

usually  had  less  well-paid  army  contracts  or  peace  contracts.  The 
result  was  that  a  flourishing  factory  engaged  on  important  war 
contracts  was  able  decisively  to  influence  the  scale  of  wages  for 
certain  groups  of  workers  throughout  the  whole  industrial  area. 

This  was  a  tendency  wliich  the  employers  as  a  whole  naturally 
tried  to  counteract,  but  with  no  great  success.  An  agreement  that 
no  works  should  engage  any  workman  who  had  left  his  previous 
situation  without  his  employer's  consent  was  immediately  aban- 
doned on  legal  grounds,  and  would  in  any  case  have  been  im- 
possible because  it  would  have  destroyed  the  workman's  liberty 
to  give  notice.  Another  agreement,  prohibiting  an  employer  from 
directly  canvassing  the  workers  of  another  employer,  proved  in- 
effectual in  practice,  since  specially  well-paid  workmen  them- 
selves encouraged  their  friends  elsewhere  to  apply  for  any 
vacancies  there  might  happen  to  be. 

The  freedom  of  the  market  thus  remained  unrestricted,  the 
authorities  confining  themselves  to  keeping  an  eye  on  fraudulent 
advertisements  in  the  newspapers,  such  as  those  offering  to  put 
in  exemption  claims,  while  the  zone  of  availability  for  workmen's 
tickets  was  actually  extended. 

In  the  case  of  older  workmen,  it  is  true  that  the  bait  of 
higher  wages  was  counteracted  by  the  loss  of  pension  rights 
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involved,  while  many  of  them  also  reflected  that  war-work  would 
in  any  case  be  only  a  temporary  form  of  employment. 

5. — Training  of  Workers  Taken  from  Other  Trades. 

This  important  matter  threw  a  great  deal  of  extra  work  on 
the  engineers  and  foremen.  Most  of  the  army  contracts  were 
for  great  quantities  of  articles  all  turned  out  according  to  a 
uniform  pattern,  thus  affording  great  scope  for  special  machinery 
and  sub-division  of  labour,  and  incidentally  for  the  training  of 
unskilled  workers  or  skilled  workers  from  other  trades. 

At  first  it  was  still  found  possible  to  consider  the  previous 
occupation  of  workers  taken  on  as  substitutes;  thus  metal- 
turning  jobs  were  reserved  for  wood-turners,  mechanics,  etc. 
Subsequently  this  principle  was  relaxed  so  as  to  apply  to  all 
workers  who  had  had  to  deal  with  machinery  of  any  kind,  and 
were  thus  familiar  with  general  principles ;  but  even  this  elemen- 
tary distinction  had  soon  to  be  given  up. 

The  training  of  so  many  new  hands  of  infinitely  various 
physical  and  mental  capacities  naturally  called  for  great  pains 
and  patience  on  the  part  of  foremen,  etc.,  their  exacting  occupa- 
tion thus  being  permanent  instead  of  temporary.  Part  of  the 
new  hands  had  to  be  dismissed  as  useless,  others  gave  notice  of 
their  own  accord,  yet  others  were  continually  being  called  to  the 
colours.  A  suflBcient  supply  of  substitutes,  and  a  sufficiency  of 
willingness  to  learn  the  new  processes  as  quickly  as  possible,  could 
only  be  secured  by  specially  high  piece-work  rates  and  bonuses. 
Furthermore,  the  constant  changes  of  personnel  involved  undue 
wear  and  tear  of  the  machinery  and  increased  renewal  charges, 
while  the  additional  delays  and  disabilities  to  which  the  execution 
of  contracts  was  subjected  called  for  all  the  organising  capacity 
of  the  heads  of  the  establishment. 

In  spite  of  all  this,  the  training  of  unskilled  workers  was 
attended  by  a  great  measure  of  success,  and  many  workers 
reached  a  standard  of  output  and  of  wages  which  was  much  above 
the  average. 

6. — Employment  of  Invalided  Soldiers. 

It  was  found  possible  gradually  to  withdraw  more  and  more 
men  for  military  service  without  impairing  industrial  efficiency, 
and  the  examination  of  claims  for  exemption  on  the  ground  of 
indispensability  became  increasingly  severe,  while  on  the  other 
band  the  situation  was  eased  by  the  increasing  substitution  of 
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soldiers  only  fit  for  garrison  duty.  In  the  course  of  the  war 
there  accumulated  at  the  depots  a  large  number  of  men  who 
would  in  all  probability  be  unfit  to  take  the  field  again,  but  most 
of  whom  were  quite  able  to  follow  their  ordinary  avocations. 
These  men  were  substituted  for  a  corresponding  number  of 
workers  fit  for  military  service. 

Difficulties  were  caused  in  this  connection  by  the  fact  that 
such  men  were  not  discharged  from  the  army,  but  were  only 
given  leave  in  each  single  instance.  Consequently  they  con- 
tinued to  receive  their  army  pay,  which  induced  a  number  of 
employers  to  attempt  to  cut  down  their  wages  by  the  amount  of 
such  pay.  Moreover,  they  were  apt  to  be  treated  as  being  still 
"under  orders,"  and  their  liberty  and  privileges  consequently 
restricted,  while  the  civilian  workers  regarded  them  as  a  dis- 
turbing element  and  unfair  competitors. 

In  order  to  avoid  this,  and  in  recognition  of  the  principle 
that  a  maximum  output  can  only  be  expected  of  a  free  worker, 
the  military  authorities  ordered  such  men  to  be  discharged  from 
the  army  for  the  period  of  their  exemption. 

The  distribution  of  invalided  soldiers,  however,  gave  rise  to 
a  good  many  difficulties  which  were  only  gradually  recognised 
and  remedied.     In  the  first  place,  sufficient  care  was  not  taken 
to  return  each  man  to  the  situation  he  occupied  in  peace-time, 
with  the  result  that  employers  were  deprived  of  men  whom  they 
were  entitled  to,  these  sometimes  going  directly  to  competing 
firms:  this  wa^  all  the  more  regrettable,  as  such  employers  were 
often  paying  separation  allowances  on  the  supposition  that  the 
men  in  question  were  still  with  the  colours.     Moreover,  a  dis- 
charged man  was  not  alwaya  put  into  a  job  that  he  was  really 
capable  of  dealing  with,  the  result  being  reduced  output,  lack  of 
zeal,  and  low  wages.     In  the  second  place,  it  sometimes  happened 
ihat  men  applied  for  situations  for  which  they  had  not  the  neces- 
^ry  training  and  experience,  while,  on  the  other  hand,  employers 
put  down  unskilled  jobs  as  skilled  in  order  to  give  greater  weight 
to  their   application.     The    military    authorities    suggested   the 
appointment  of  "selectors  "  to  examine  each  man's  qualifications, 
but  this  was  of  Uttle  use  in  view  of  the  lack  of  persons  possessing 
the  necessary  variety  of  experience.     Finally,  a  great  many  men 
were  discharged  and  ordered  to  put  themselves  at  the  employers* 
service  without  being  sufficiently  informed  as  to  wages  and  condi- 
tions.   This  led  to  trouble  and  dissatisfaction  when  work  was 
begun,  for  workers  from  the  great  cities  and  the  industrial  centres 
of  the  West  were  in  some  cases  accustomed  to  higher  wages,  and 
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conceived  themselves  taken  advantage  of ;  they,  therefore,  often 
returned  to  the  depdts  after  a  short  period  of  work,  with  the 
consequence  that  regularity  of  output  was  disturbed  and  dis- 
satisfaction caused  among  the  local  workers  also.  A  well-regulated 
Labour  Exchange  would  from  the  beginning  have  minimised 
trouble  from  this  source. 


7. — Employment  of  Older  Workers. 

One  good  result  of  the  shortage  of  labour  was  that  more 
recourse  was  had  to  older  workpeople,  whose  employment  and 
wages  improved  considerably. 

This  phenomenon  deserves  the  attention  of  those  interested 
in  social  questions,  since  the  fate  of  the  older  workmen  has  been 
much  under  discussion  of  late  years,  and  future  investigation  will 
find  much  valuable  material  in  the  increase  of  the  average  age 
during  the  war  for  determining  whether  or  not  the  elimination 
of  older  workers  is  really  detrimental  not  only  to  the  employer, 
but  also  to  the  national  interest. 

To  a  certain  extent  a  trade  boom  always  improves  the  prospects 
of  the  older  men,  but  this  was  particularly  noticeable  during  the 
war,  since  employers  could  count  absolutely  on  retaining  the 
services  of  men  over  45,  the  limit  of  military  age.  Thus  if  there 
were  two  applicants  of  approximately  equal  qualifications  for  a 
certain  job,  one  below  and  one  above  the  age  of  45,  the  employer 
would  often  be  inclined  to  take  on  the  older  man  in  order  to  avoid 
a  possible  change  later  on.  Workers  of  from  39  to  45  had  also  a 
certain  advantage  over  younger  men,  since  they  were  less  liable  to 
be  called  up.  Apart  from  the  question  of  physical  fitness,  the 
military  authorities  were  induced  to  make  this  distinction  by 
consideration  for  industry  and  labour.  The  older  workers, 
especially  when  they  are  fathers  of  families,  are  more  valuable 
because  of  their  steadiness  than  the  young  unmarried  men  who 
are  fond  of  a  change;  and  it  seemed,  besides,  inequitable  to 
exempt  the  latter  class  from  service  and  give  them  the  oppor- 
tunity of  earning  the  higher  wages  which  would  do  much  more 
good  to  the  families  of  the  older  people. 

Samples  taken  at  random  from  various  concerns  employing 
altogether  about  15,000  hands  showed  that  the  percentage  of 
men  over  45  among  the  total  number  of  employees  over  16  had 
increased  from  20  before  the  war  to  38  after  the  first  year  of 
war,  while  almost  half  the  total  consisted  of  men  over  39  years 
old.  These  figures  are  the  more  important  as  they  refer  to  iron- 
works, where  pre-war  statistics  showed  that  the  age  limit  of  em- 
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ployees  had  tended  to  be  fixed  in  practice  at  about  40  years, 
though,  of  course,  the  desire  of  employers  to  keep  their 
personnel  as  permanent  as  possible  led  to  the  older  men  being 
retained  on  lighter  occupation  at  lower  wages.  The  engagement 
of  older  men  from  outside,  however,  occurred  very  rarely. 

This  practice  was  disturbed  by  tho  war.     Older  men  from 
outside  were  taken  into  employ,  and  the  older  men  already  on 
the  works  were  once  more  advanced  to  more  responsible  positions. 
This  gave  employers  an  opportunity  of  revising  their  conclusions 
as  to  the  usefulness  of  such  men  and  to  note  their  greater  steadi- 
ness, circumspection,  and  reliability  as  compared  with  many  of 
the  younger  people ;  we  may  hope  that  the  experience  so  gained 
will  result  in  a  greater  value  being  attached  to  their  services  in 
the  future.     On  the  other  hand,  it  will  be  well  to  note  carefully 
what  becomes  of  the  older  men  when  the  younger  men  all  return 
from  the  war.     The  older  men  taken  on  during  the  war  have 
scarcely  yet  firmly  established  themselves  in  their  new  sphere  of 
action,  and  as  they  will  have  only  a  short  period  of  employment 
to  their  credit,  they  run  a  greater  risk  of  dismissal  when  the 
supply  increases.     All  the  same,  employers  will  do  well  to  con- 
sider the    desirability    of    retaining    these    quieter    men,    more 
especially  in  the  first  years  after  the  war. 


8. — Employment  of  Women  Workers. 

Women  workers  were  largely  employed  in  industrial  concerns 
to  make  up  the  shortage  of  male  labour.  Before  the  war  the 
number  of  female  employees  in  the  works  mentioned  above  was 
6  per  cent. ;  after  one  year  of  war  it  had  risen  to  16  per  cent., 
representing  an  increase  of  1,500  in  the  total  number. 

This  substitution  of  women  for  men  made  it  necessary,  so  far 
«*  the  intentions  of  the  law  allowed,  to  adapt  the  legal  provisions 
tor  their  protection  to  the  changed  state  of  the  labour  market. 
A   law  passed  on   August  4th,  1915,  empowered  the  Imperial 
Chancellor  to   sanction  exceptions   to   the   workers'    protection 
regulations  for  certain  districts  or  certain  concerns.     It  is  an 
indication  of  the  soundness  of  our  social  policy  that  the  Chan- 
cellor made  no  use  of  these  general  powers,  but  contented  himself 
%sTth  directing  the  local  authorities  to  make  such  local  exceptions 
as  they  saw  fit  in  view  of  special  circumstances.     The  Imperial 
Government  is  to  be  congratulated  on  refusing  to  change  the 
principle  of  workers'  protection  in  spite  of  the  great  stress  of  the 
crisis.    An  apparent  general  exception  to  the  rules  in  favour  of 
war  contractors  proved  to  be  due  to  the  verbal  ambiguities  of  a 
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certain  War  OflSce  memorandum,  which  was  soon  corrected  by 
the  authorities  themselves. 

In  an  industrial  district  such  as  that  of  Upper  Silesia,  con- 
sisting mainly  of  coal-mines  and  iron  and  zinc  works,  the  ad- 
ministrative authorities  were  naturally  compelled  to  make  many 
exceptions  to  the  regulations  for  the  protection  of  women  workers 
in  single  instances;  the  chief  general  distinction  made  was 
between  exceptions  applied  for  in  view  of  the  urgency  of  a  war 
contract  or  of  keeping  the  concern  in  question  going,  and  those 
applied  for  merely  on  grounds  of  private  interest.  It  is  worth 
pointing  out  that  no  exceptions  were  permitted  to  the  rules 
granting  women  eleven  hours  of  uninterrupted  rest,  a  midday 
interval  of  at  least  one  hour,  and  proper  maternity  protection, 
and  very  few  to  the  rule  limiting  the  hours  of  employment  to 
ten.  On  the  other  hand,  exceptions  to  earlier  stoppage  of  work 
on  the  night  before  Sundays  and  holidays  were  frequent,  and 
night-work  for  women  had  also  to  be  permitted  in  many  cases 
where  either  the  industrial  processes  could  not  be  interrupted 
(e.g.,  in  the  blast  furnaces  and  coke  works)  or  military  require- 
ments demanded  the  maximum  output  of  certain  factories  (e.g., 
metal  pressing  and  turning  works). 

The  Upper  Silesian  industrial  district  contains  few  of  the 
industries  which  usually  find  employment  for  a  large  proportion 
of  women  in  their  ranks  (e.g.,  the  textile  and  tobacco  industries, 
etc.),  and  the  local  womenfolk  had  thus  been  long  used  to  work- 
ing in  the  mining  and  building  trades,  where  female  labour  is 
elsewhere  exceptional,  while,  on  the  other  hand,  they  have  never 
taken  kindly  to  domestic  service.  The  consequence  was  that  at 
the  beginning  of  the  war  it  was  not  only  found  possible  to  employ 
Silesian  women  on  work  that  would  have  overtaxed  the  strength 
of  female  workers  elsewhere,  but  there  was  also  plenty  of  such 
labour  available,  the  attraction  of  high  wages  being  now  added 
to  that  of  the  liberty  afforded  by  factory  work,  besides  the  fact 
that  there  was  a  great  diminution  in  the  number  of  domestic 
situations  vacant.  All  that  remained  to  be  done,  therefore,  waa 
to  make  the  most  suitable  selection  in  each  case. 

In  the  foundries  women  were  employed  on  tipping  the  ore  as 
it  arrived,  wheeling  it  to  the  furnaces,  charging  the  furnaces, 
making  moulds  for  receiving  the  molten  pig,  and  carting  it  away 
when  set.  Such  work  demands  not  so  much  intelligence  as  great 
muscular  power  and  indifference  to  climatic  conditions.  After  a 
little  practice  the  output  of  the  women  came  up  to  60-70  per  cent, 
of  that  of  the  men ;  the  wages  were  in  proportion,  and  the  aer- 
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viceability  and  steadiness  of  the  women  workers  were  generally 
recognised.  The  qualities  required  for  other  processes  are,  of 
course,  very  different ;  but  women  were  employed  at,  e.g.,  lathes, 
drilling  and  stamping  machines,  emery-wheels,  friction 
presses,  cutting-out  machines,  wire-rope  machines,  nail-  and 
chain-making  machines,  etc.,  though  they  were  confined  to  such 
parts  of  these  processes  as  did  not  involve  the  lifting  of  heavy 
weights. 

Three  factors  were  found  to  be  of  special  importance — the 
origin,  the  age,  and  the  family  stat«  of  the  women.  Those  of 
country  origin  differed  clearly  from  those  drawn  from  the  urban 
population.  The  former  were  preferred  by  many  foremen  as 
being  more  industrious,  quieter,  less  sensitive,  and  less  gossipy 
and  quarrelsome,  but,  on  the  other  hand,  they  often  proved  useless 
in  processes  requiring  a  certain  amount  of  independent  brain- 
work  ;  they  took  from  six  to  eight  times  as  long  to  learn  the  work 
as  men  of  the  same  age,  and  even  after  the  initial  training  had  to 
be  constantly  supervised  in  order  to  keep  up  the  necessary  standard 
of  exactitude.  To  some  extent  this  was  the  case  with  the  town 
women  also ;  even  after  a  considerable  period  at  the  machinias 
they  did  not  seem  to  feel  sure  of  themselves ;  they  were  puzzled 
by  those  manipulations  which  did  not  constantly  recur,  and  were 
slower  than  the  men  in  devising  small  advantages  and  easements 
for  themselves  during  their  work.  On  the  other  hand,  processes 
demanding  only  a  few  constantly  recurring,  almost  automatic, 
movements  were  very  well  served  by  the  women,  and  often  far 
better  than  by  youths  aged  from  sixteen  to  nineteen. 

In  many  cases  the  employment  of  older  female  workers  was 
an  unavoidable  necessity.  The  sudden  appearance  in  a  factory 
of  large  numbers  of  girls  who  have  never  done  such  work  before 
gives  rise  to  many  difficulties,  mostly  connected  with  their  ten- 
dency to  quarrel  among  themselves,  and  in  many  works  a  nucleus 
of  older  women  was  created  in  order  to  exercise  a  certain  amount 
of  restraint  on  the  younger  employees.  Besides  this,  almost  all 
situations  in  which  high  pay  was  given  in  order  to  secure  a  large 
output  were  filled  with  elder  women. 

Among  these  the  married  women,  whose  husbands  were  mostly 
^th  the  colours,  specially  distinguished  themselves.  The  highest 
^ages,  in  some  cas^s  double  or  treble  the  average,  were  almost  in 
erery  instance  earned  by  married  women,  who  took  a  pride,  not 
only  in  their  large  earnings,  but  also  in  the  work  itself. 

Most  of  the  girls  were  new  to  factory  work,  having  previously 
been  employed  in  domestic  service  or  in  shops,  or  as  seamstresses. 
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etc.     As  a  rule,  they  were  well  satisfied  with  factory  life  and 
factory  wages. 

These  experiences  with  the  working  women  of  Upper  Silesia 
suggest  the  establishment  of  local  industries  based  on  light  female 
labour  after  the  war.  There  will  be  plenty  of  hands  available,  so 
that  wages  will  be  low.  Moreover,  the  war  has  shown  that  the 
working  capacity  of  Upper  Silesian  women  and  girls  is  far  greater 
than  has  been  hitherto  supposed. 

9. — Employment  of  Juveniles. 

Besides  the  men  over  military  age  and  the  women,  the  youths 
under  military  age  were  also  called  upon  to  replace  the  men  who 
had  joined  the  colours.  In  the  case  of  those  of  them  who  were 
over  sixteen,  the  only  obstacle  in  the  way  was  their  liability  to 
continuation-school  attendance,  and  a  great  many  of  those  work- 
ing on  war  contracts  had  necessarily  to  be  exempted  from  such 
attendance. 

Increased  employment  and  increased  wages  put  a  great  many 
:of  the  lads  in  possession  of  unexpected  amounts  of  cash, 
which  were  often  very  ill-spent.  Moreover,  they  caused  the  lads 
to  over-estimate  their  own  capacities,  to  be  restive  against 
authority,  and  to  change  their  employment  with  undue  frequency, 
all  of  which  caused  industrial  trouble.  While  cases  of  breach  of 
contract  in  general  showed  a  diminution  during  the  war,  they 
were  decidedly  on  the  increase  in  the  case  of  these  youths.  Em- 
ployers not  prejudiced  against  continuation  schools  soon  recog- 
nised that  the  absence  of  the  training  afforded  in  these  en- 
couraged youthful  excesses  of  this  kind,  and  an  arrangement 
was  made  whereby  all  youths  liable  to  continuation  school,  whether 
working  on  day  or  night  shifts,  were  enabled  to  partake  of  regular 
instruction  without  their  working  hours  being  thereby  reduced. 

A  peculiar  difficulty  raised  by  the  war  was  that  with  regard  to 
trade  apprentices.  A  great  many  master  workers  having  been 
called  to  the  colours,  the  training  of  their  apprentices  was  in 
danger  of  being  interrupted,  while  in  certain  cases  the  great 
reduction  in  the  number  of  orders  due  to  the  war  caused  appren- 
tices to  be  insufficiently  employed.  The  guilds  did  their  best  to 
give  advice  and  substitute  other  employment,  but  in  many  cases 
no  satisfactory  solution  was  arrived  at,  inasmuch  as  the  parents 
of  the  apprentices  looked  on  the  wages  paid  by  war  contractors 
as  a  welcome  addition  to  the  family  income,  and  accordingly  en- 
couraged their  sons  to  take  up  this  class  of  work.  Some  parents 
exercised  the  legal  privilege  which  provides  that  a  transference 
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to  another  trade  Justifies  the  dissolution  of  the  apprenticeship 
contract,  and  finally  there  were  not  a  few  instances  of  appren- 
tices simply  leaving  their  employment.  The  war  has  thus 
brought  about  a  notable  depletion  not  only  of  the  ranks  of  the 
elder  apprentices,  but  also  among  those  who  would  have  entered 
on  an  apprenticeship  meanwhile,  so  that  after  the  war  there  is 
bound  to  be  a  considerable  shortage,  which  will  react  unfavour- 
ably upon  various  handicrafts. 

The  prospect  of  this  shortage  and  the  national  interest  in 
keeping  up  an  adequate  supply  of  specially  skilled  workmen  will 
make  a  properly  organised  technical  exchange  and  information 
bureau  (Berufsberatung)  for  this  kind  of  labour  urgently  necessary 
after  the  war.  The  present  makeshifts  of  newspaper  and  other 
advertisements  and  fiy-sheets  are  as  inadequate  as  the  agencies 
kept  up  by  various  Guilds  and  Chambers  of  Handicrafts  {Hand- 
werkskammem) ,  which  pursue  only  the  interests  of  their  par- 
ticular craft.  The  bureaux  of  the  elementary  schools  are  equally 
inadequate,  quite  apart  from  the  fact  that  the  industries  have 
the  same  right  to  consideration  as  the  handicrafts.  Just  aa  in 
the  case  of  the  care  for  invalided  soldiers,  committees  will  have  to 
be  formed  on  which  the  school  authorities,  the  school  doctor,  the 
labour  bureau,  and  a  well-informed  technical  adviser  will  co- 
operate. 

In  the  case  of  lads  under  the  age  of  sixteen  the  legal  protective 
regulations  had  to  be  considered.  In  single  cases,  where  the  lads 
were  simply  doing  supervising  work,  the  regular  ten-hour  working 
day  was  temporarily  and  slightly  extended.  Night  work,  too, 
had  to  be  occasionally  permitted  to  such  lads  as  were  pronounced 
fit  for  it  by  the  doctors,  and  Sunday  work  had  to  be  done  in  all 
cases  where  the  work  of  the  grown-up  workmen  depended  on  the 
co-operation  of  the  lads.  The  prohibition  of  the  employment  of 
children  below  the  school  age  was  retained  on  principle,  and  the 
employers  did  not  even  consider  the  possibility  of  its  suspension. 


10. — Employment  of  Prisoners  of  War. 

The  exigencies  of  the  situation  compelled  the  use,  in  increas- 
ing measure,  of  prisoners  of  war.  The  condition  on  which  their 
use  was  granted  was  that  no  situations  should  be  taken  away 
from  the  local  workers  by  the  prisoners;  in  general,  the  Imperial 
Central  Labour  Bureau  made  it  its  business  to  inquire  into  the 
necessity  for  this  kind  of  labour,  and  to  endeavour  in  the  first 
instance  to  provide  German  labour.     In  the  case  of  the  mining 
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and  iron  industries  the  necessity  for  prisoners*  labour  was,  how- 
ever, generally  assumed  to  be  present. 

In  order  not  to  lower  wages  for  the  local  workers  by  the 
employment  of  prisoners  of  war,  it  was  required  that  a  certain 
sum  per  head  per  day  should  be  paid  to  the  military  authorities 
for  the  use  of  such  prisoners,  equivalent  to  the  daily  wage  of  a 
free  worker  in  the  same  factory  and  under  similar  circumstances, 
according  to  the  rate  obtaining  locally.  If  the  pay-books  of  the 
concern  in  question  showed  that  German  workers  were  paid  at 
higher  rates,  these  rates  were  taken  as  the  basis  of  the  transaction. 
For  prisoners  employed  as  skilled  workmen  the  sum  was  increased 
in  accordance  with  the  special  rates,  etc.,  applicable  to  the  case, 
in  doubtful  cases  by  an  addition  of  50  per  cent,  to  the  local  daily 
wage. 

The  board  and  lodging  of  the  prisoners  were  undertaken  by 
the  employers,  who  received  Pf.l5  a  day  in  respect  of  lodging 
and  Pf.75  a  day  in  respect  of  board  for  each  prisoner  from  the 
army  authorities,  these  amounts  being  afterwards  increased  in 
view  of  the  rise  in  prices.  Allowances  were  made  for  working 
clothes  supplied  by  the  employer.  The  latter  had  to  provide 
medical  assistance  (except  for  cases  taken  to  the  military  hos- 
pital), but  no  sickness  or  other  insurance ;  he  had  further  to  pay 
the  cost  of  transport,  at  reduced  rates,  from  the  nearest  prisoners' 
camp,  and  also  the  cost  of  board  and  lodging  for  the  military 
guards. 

The  prisoners  were  kept  separate  as  strictly  as  possible,  both 
from  the  free  workers  and  the  general  public,  but  such  segrega- 
tion was  generally  impossible  in  the  case  of  iron-workers,  while 
direct  association  of  prisoners  and  free  workers  was  a  necessity 
in  mines,  the  free  worker  being  the  foreman  and  the  prisoners 
working  with  him  as  mining  apprentices.  This  system  offered 
several  advantages ;  the  prisoners  were  kept  out  of  reach  of  the 
blasting  material ;  the  custom  of  apprentices  giving  one-tenth  of 
their  wages  to  the  foreman  benefited  the  German  workman ;  dis- 
satisfaction was  avoided;  and  the  free  worker  was  given  an 
interest  in  the  continuance  of  prisoners'  labour,  and  finally  it 
was  easier  to  check  the  actual  output  of  the  prisoners — a  very 
important  matter. 

There  were  a  number  of  difficulties  at  the  first.  Although  the 
military  authorities  did  their  best  to  pick  out  suitable  prisoners, 
yet  a  great  many  unsuitable  men  pretended  to  have  been  miners 
or  iron-workers  in  order  to  have  a  chance  of  escaping  from  the 
monotony  of  camp  life.     As  a  rule,  the  men  were  not  used  to 
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exerting  themselves  as  much  or  as  regularly  as  the  German 
workers,  and  their  unfamiliarity  with  industrial  processes  led  to 
a  number  of  minor  accidents,  impairing  their  usefulness. 
Gradually,  however,  things  so  far  improved  that  the  output  of  a 
prisoner  could  be  reckoned  at  two-thirds  of  that  of  a  free  worker. 
The  prisoners  were  granted  an  average  of  25  per  cent,  of  their 
earnings  for  themselves,  the  amount  varying  according  to  the 
class  of  usefulness  to  which  a  prisoner  was  assigned ;  this  proved 
an  effective  incentive  to  better  work,  and  a  special  bonus  was 
occ^ionally  granted  for  particularly  useful  labour. 

II.  German  Shipping  and  State  Support. 

Adolf  Goetz,  Hamburg,  writes  on  this  subject  in  the  Euro- 
pmche  StaatS'  und  Wirtschafts-Zeitung  (February  3rd),  in  an 
article  entitled,  **A  Necessary  Act  of  Assistance,"  as  follows: — 

The  importance  of  German  shipping  in  the  reconstruction  of 
our  economic  life  after  the  war  has  been  so  exhaustively  discussed 
that  the  best  methods  to  pursue  in  furthering  its  welfare  might 
be  supposed  by  this  time  well  known.  The  Eeichstag,  in  dis- 
cussing the  Budget  on  May  19th  and  20th,  1916,  resolved  that 
something  must  be  done,  and  it  was  decided  that  assistance 
should  take  the  form  of  a  subvention.  The  Governments  con- 
cerned were  agreeable,  and  made  some  pretty  speeches,  but  in 
answer  to  questions  the  Treasury  Department  made  certain  pro- 
nouncements which  do  not  sound  very  reassuring. 

The  suggestion  was  to  advance  a  building  loan  of  several 
hundred  millions  of  marks,  free  of  interest,  to  the  shipping  com- 
panies, the  money  to  be  repaid  in  twenty  years,  and  a  so-called 
building  law  is  said  to  be  in  preparation.  The  subvention  would 
carry  with  it  the  obligation  that  the  whole  of  the  money  be 
devoted  by  the  shipping  companies  to  the  ordering  of  new  ships, 
some  to  be  laid  down  immediately,  some  within  a  period  of  several 
years.  It  stands  to  reason  that  all  the  construction  would  be 
done  by  German  shipyards,  as  Government  money  must  obviously 
not  go  to  neutral  yards. 

But  here  difficulties  and  misgivings  begin.  German  shipyards 
will  scarcely  be  able  to  execute  any  new  commissions  for  the  next 
two  years.  They  are  bound  by  their  contracts  with  neutral  ship- 
owners for  the  delivery  of  ships.  If  they  could  be  absolved  from 
these  contracts  they  would  have  already  a  number  of  ships  under 
way,  and  some  almost  completed,  to  put  at  the  disposal  of  German 
shipowners.  On  the  other  hand,  when  would  they  be  able  to 
execute  contracts  newly  entered  into  at  the  present  time?     And 
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would  such  ships,  ready  perhaps  only  in  1920  or  1921,  be  i 
pay  their  way?  For  the  freight  rates  prevailing  to-day  w 
tainly  not  remain  in  force  for  more  than  two  harvest-yeai 
the  war. 

The  shipyards  during  this  time  have  to  reckon  \ 
enormous  increase  in  the  cost  of  building  material  and  o 
(due  to  increased  cost  of  living) ;  this  makes  the  cost 
building  abnormally  high,  while  the  cost  of  prodnctio 
means  entails  an  equal  increase  of  profits.  In  the  cour 
war  large  sums  derived  from  the  increased  war-profits  1 
devoted  to  strengthening  the  economic  condition  of  the  i 
which  before  the  war  was  everywhere  bad.  To-day  tl 
shipbuilding  per  ton  is  Mk.400  to  Mk.600,  as  against 
Mk.200  before  the  war,  a  rate  that  was  proving  ruin 
yards. 

If,  then,  the  Government  to-day  were  really  to  pli 
to  Mk.400  million  at  the  disposal  of  the  shipping  coi 
soon  as  the  Treasury  has  this  sum  actually  available 
say),  and  if  the  proposed  building  law  is  to  take  acl 
stances  into  account,  the  shipowners  participating 
vention  money  would  have  to  pay  the  prices  at  prese 
in  placing  their  new  orders.  This,  however,  would 
an  overwhelming  responsibility.  No  great  shipow 
that  a  ship  of,  say,  7,000  to  12,000  gross  tons,  -^ 
to-day  must  necessarily  cost  from  Mk.SJ  to  6  nai 
able  to  make  any  profit  when  tolerably  normal  freig 
about  50-60  per  cent,  above  peace  freights)  are  rest 
eight  years  after  the  war  the  subvention  vsrould  th\ 
itself  a  curse  instead  of  a  blessing,  since,  after  tl 
hostilities,  two  harvest-years  should  suffice  for  ind 
all  its  requirements  in  raw  materials.  For  the  b< 
ing  the  subvention  no  shipowner  can,  or  should, 
to  contracts  which  must  be  executed  ^while  bull 
high  and  freight  rates  falling. 

There  are  thus  many  weighty  consideratioxie 
scheme  of  the  subvention ;  but  this  does  not  me 
alternative  is  possible. 

All  shipping  under  the  German  flag  consii 
protected,  and  upon  the  State  devolves  the  oblij 
its  assistance  wherever  possible  and  necessary  . 

Shipowners  whose  ships,  under  Internationa 
refuge  in  what  were,  at  the  time,  neutral  portf 
illusioned.    Italy  and  Portugal  proved    tbemsel 
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In  Egypt,  in  Alexandria,  and  the  Suez  Canal,  as  also  in  Morocco, 
German  ships  were  seized  in  defiance  of  the  law,  and  their  crews 
imprisoned  or  interned.  The  question  of  indemnity  to  the 
shipping  companies  for  these  unavoidable  losses  is  one  which  will 
be  dealt  with  in  due  time  in  connection  with  the  protection  of 
German  claims  in  enemy  countries. 

Another,  and  quite  different,  drain  on  the  resources  of  shipping 
companies  is  the  maintenance  of  ships  detained  in  neutral  ports, 
in  Spain,  Brazil,  Chile,  Peru,  and  elsewhere  in  North  and  South 
America.  To  this  must  be  added  the  expense  of  maintenance 
of  the  crews  of  these  ships,  detained  by  force  majeure,  and  of 
those  crews  also  which  escaped  in  time  from  Portugal  to  Spain. 
For  many  months  past  wages  and  board  have  been  paid  to  these 
men.  No  one  who  has  not  experienced  it  can  have  any  idea  of  the 
cost  of  such  board  at  the  present  low  rate  of  German  exchange. 
It  is  an  expense  calculated  to  exhaust  the  treasury  of  the  richest 
company.  No  shipping  company  which  hopes  after  the  war  to 
compete  successfully  against  the  wealthy  English  and  neutral 
lines  can  afford  or  should  be  allowed  to  be  burdened  with  such 
obligations. 

Those  who  go  by  the  letter  of  the  law  may  say  that  the  com- 
panies are  within  their  right  in  declaring  that  in  such  conditions 
their  contracts  with  their  employees  no  longer  hold  good.  That 
may  be  so ;  but  such  action  on  the  part  of  the  companies  would 
raise  an  outcry  against  them.  Here,  then,  is  the  opportunity, 
nay,  the  obligation,  for  State  assistance.  Provision  for  ships' 
crews  stranded  abroad  as  victims  of  force  majeure  unquestion- 
ably devolves  upon  the  State.  The  companies  can  legally  claim 
that,  the  voyage  being  at  an  end,  they  may  dismiss  the  crews, 
and,  since  the  voyage  was  ended  by  force  majeure,  the  State 
must  come  to  the  assistance  of  the  crews  in  distress.  The  logical 
sequence  of  which  is  that  the  State  is  bound  to  repay  the  shipping 
companies  the  sums  expended  by  them  in  the  relief  of  their  crews. 
If  the  capital  of  the  said  companies  is  allowed  to  be  dissipated  in 
this  way,  it  will  be  lacking  later  on  for  actual  shipping  purposes, 
new  construction,  and  the  maintenance  of  the  service. 

Instead  of  the  subvention,  which  will  make  a  large  hole  in 
the  national  exchequer  without  being  of  any  real  service,  despite 
the  most  cunningly  devised  building  law,  let  the  Government 
indemnify  the  shipping  companies  for  the  losses  they  have  suffered 
by  the  war  and  by  violations  of  International  Law — losses  arising 
wit  of  circumstances  the  companies  were  powerless  to  prevent. 
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III.  The  Imperial  Clothing  Office  in  Germany. 

Hermann  Jackel,  member  of  the  Reichstag,  and  mem 
the  Council  of  the  War  Economic  Co. ,  representing  the  In 
Clothing  OflSce,  gives,  in  the  Konfektion&r  (February  4 
survey  of  the  organisation,  methods,  and  working  of  this 
The  war,  the  writer  says,  has  brought  about,  in  quite  an 
tional  degree,  a  transformation  in  the  German  textile  ir 
and  in  those  branches  of  trade  which  distribute  its  pr 
To-day  the  textile  industry  and  the  textile  trade  appea 
branch  of  economics  placed  completely  under  the  supe 
and  regulated  by  the  authority  of  the  State. 

The  first  decrees  concerning  the  prohibition  of  the  m 
ture  of  yarns  from  fibres  and  fabrics  from  yarns  were  nee 
followed  by  further  measures,  even  to  the  regulation  of  t 
sumption  of  finished  clothing  and,  finally,  the  consumj 
old  clothes  sold  to  the  second-hand  dealer.  At  the  sam 
the  constituents  of  the  material  and  of  the  finished  artic 
altered  considerably.  The  place  of  fibre  made  from  sheep 
which  formerly  went  to  make  "woollen"  stuffs,  has  bee 
by  the  fibre  of  artificial  wool,  reproduced  from  old  ir 
During  the  war  the  manufacture  of  artificial  wool  h 
brought  to  a  high  state  of  perfection,  and  large  quantitie 
now  greatly  valued  product  are  available.  The  pressun 
necessity  has  sensibly  contributed  to  the  excellence  of  the  1 
and  industrial  methods  employed  in  its  production.  T] 
and  the  wearing  quality  of  the  fabrics  made  from  it  hav 
greatly  improved. 

The  place  of  jute  and  cotton  thread  has  to  a  great  ext 
taken  by  thread  made  of  paper  or  of  a  mixture  of  cot 
and  paper.     The  production  of  paper  thread  and  that  < 
made  from  paper  has  developed  into  a  huge  industr; 
activity — diligently  carried  on  day  and  night— supplies  < 
quantities  of  finished  products.     There  is  no  doubt  that 
new  possibilties  for  the  textile  industry  after  the  wai 
fabrics  for  clothing  and  many  other  purposes  will  be 
more  common.    This  is  a  significant  fact  in  view  of  t] 
tional  period  after  the  war,  a  significant  fact  also  in  view 
minence  of  a  great  demand  for  textile  products  after  the 
a  European  population  that  has  become  terribly  poor. 

Just  as,  in  the  course  of  a  century,  light  and  cbc 
goods  more  and  more  displaced  the  old  coarse  and  expen 
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made  from  wool  and  flax,  in  the  same  way  paper  fabrics  are  bound 
to  become  a  redoubtable  competitor  of  cotton. 

To  the  Imperial  Clothing  Office  is  assigned  the  task  of  ensur- 
ing that  the  needs  of  the  population  in  textile  weaving  and  knit- 
ting materials,  as  also  in  footwear,  shall  be  supplied.  It  is  to 
concern  itself  with  the  equitable  distribution  of  existing  stocks 
among  the  population,  with  their  economical  use  and  with  the 
(M^uction  and  distribution  of  substitute  materials.  The  Imperial 
Clothing  Office  is  organised  on  a  strong  business  basis,  with  an 
original  capital  of  Mk.l6  million.  The  Central  Administration 
in  Berlin,  under  the  direction  of  an  Imperial  Commissioner, 
Geheimrat  Dr.  Beutler,  of  Dresden,  will  be  housed  in  over  300 
rooms,  concentrated  in  three  buildings,  with  a  rental  value  of 
!<Ik.90,000.  On  April  1st  the  commercial  activities  of  the  Ad- 
ministration will  begin.  A  portion  of  the  available  goods  is 
stored  in  more  than  thirty-six  large  warehouses.  A  staff  of 
directors  and  clerks — the  former  honorary  officials — are  at  the 
Imperial  Commissioner's  disposition. 

The  Imperial  Clothing  Office  is  a  completely  self-supporting 
nndertaking,  and  therefore  will  have  no  occasion  for  Imperial 
subsidies.  In  addition  to  the  responsible  Board  of  Directors  and 
Supervisory  Council,  an  Assistant  Council,  and  a  Working  Com- 
mittee have  been  formed,  and  these  will  be  consulted  on  important 
questions.  Moreover,  should  any  innovations  be  contemplated, 
committees  composed  of  representatives  of  all  interests  concerned 
will  be  formed  for  purposes  of  consultation.  Representatives  of 
all  groups  of  interests — including  the  workers — are  on  the  Super- 
visory Council  as  well  as  the  Working  Committee. 

The  responsibility  for  the  adequate  provision  of  the  popula- 
tioD  with  clothing  and  linen  of  all  kinds  passed  over  to  the  Im- 
perial Clothing  Office  on  its  formation.  By  means  of  a  census 
it  ascertained — so  far  as  was  possible — the  quantity  of  materials 
and  clothing  in  the  whole  Empire,  and  by  the  institution  of 
wpply  vouchers  (Bezugscheine)  it  took  the  first  step  towards  con- 
trolling consumption  and  Stretching  stocks.  It  was  not  without 
difficulty  that  the  new  organisation  was  formed.  An  attack  upon 
the  introduction  of  the  supply  vouchers  in  particular  was  made  by 
influential  and  powerful  groups  of  interests.  While  the  intro- 
duction of  break  tickets  was  universally  hailed  as  a  progressive 
step,  the  supply  voucher  waa  denounced  as  a  mere  piece  of  red- 
tape.  The  supply  voucher  aims  at  effecting  in  the  sphere  of 
clothing  what  the  bread  ticket  has  done  in  the  sphere  of  food. 
Bnt  while  everyone  has  almost  the  same  need  for  bread,  the  need 
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for  clothes  varies  very  greatly  among  diflferent  classes  of  society, 
and  again  among  different  persons  within  these  classes.  Com- 
pared with  the  uniform  product  bread,  there  are — in  clothing  and 
linenr—hundreds  of  different  products,  each  separate  kind  differ- 
ing in  quality  and  quantity.  Eequirements  and  consumption 
cannot,  therefore — as  in  the  case  of  bread — be  decreed  once  and 
for  all,  but  must  be  fixed  for  each  case  as  it  arises. 

Much  labour  falls  upon  the  municipalities,  who  are  charged 
with  ascertaining  the  needs  of  the  population.  This  burden  is 
increased  by  the  transference  to  them  of  the  purchase  and  sale 
of  old  and  worn  clothes,  and  of  linen  and  footwear.  Where 
municipalities  receive  a  monopoly  in  the  matter,  all  private  trade 
in  second-hand  articles  of  clothing  ceases.  Munich  and  Leipzig 
•have  led  the  way  in  organising  the  old  clothes  business.  The 
latter  city  has  established  a  "Permanent  Clothes  OflSce,"  with  a 
capital  of  Mk.200,000,  and  quite  recently  the  collection  of  old 
clothes  has  been  organised  in  Berlin  also,  although  in  a  different 
manner.  It  is  most  desirable  to  consider  whether  the  heavily 
burdened  municipaUties  ought  not  to  be  relieved  by  Imperial  aid. 

Besides  regulating  the  distribution  to  the  consumers  of  all 
stocks  of  materials  and  clothing  already  in  the  hands  of  the  trade 
or  of  the  manufactmrers,  the  Imperial  Clothing  Ofl&ce  has  the 
task  of  providing  for  the  production  of  fresh  stocks  of  fabrics 
and  clothing.    This  it  does  by  means  of  ordinary  purchase  in  the 
open  market  or  by  means  of  expropriation.     Thus  it  has  now 
become  possible,   with  the  co-operation  of  the   Baw   Material 
Section  of  the  Ministry  of  War,  to  offer  the  municipalities  and 
communal  unions  ten  million  pairs  of  stockings  out  of  the  avail- 
able supplies  of  raw  material,  specially  for  the  poorer  classes  of 
the  population.     The  goods  purchased  are  warehoused,  divided 
into  lots,  and  conveyed  to  the  consuming  public  in  the  usual  way 
through  the  trade.     The  exclusion  of  the  trade  was  considered 
undesirable  in  view  of  the  existence  of  numerous  and  important 
interests,  especially  of  the  retailers  and  middlemen,  and  also  on 
account  of  the  insufficient  preparations  and  staff  of  the  municipali- 
ties.    The  communities,  however,  will  in  future  be  able  to  obtain, 
in  a  limited  measure,  specific  articles  of  clothing  necessary  for  the 
poorer  classes,  directly  and  at  the  lowest  prices. 

In  general,  the  Imperial  Clothing  Office  offers  the  materials 
to  the  manufacturers'  and  wholesale  dealers*  associations.  At 
present,  moreover,  by  way  of  experiment,  goods  to  the  value  of 
Mk.l|  million  are  being  placed  at  the  disposition  of  the  trade 
associations  for  purchase.    The  associations  pass  the  materials  on 
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to  their  own  members  or  to  such  members  of  the  trade  in  general 
provided  they  declare  their  willingness  to  participate  in  the  pur- 
chases from  the  War  Economic   Co.     Manufacturers  may   sell 
*       goods  only  to  wholesalers,  to  dealers  in  articles  of  clothing,  and 
to  retailers.     Dealers  may  sell  goods  only  in  a  finished  state  to 
retailers  or  to  consumers,  while  retailers  may  sell  them  only  to 
consumers.     The  goods  are  to  be  sold  by  manufacturers  and  whole- 
salers in  as  small  parcels  as  possible,  and  a  maximum  limit  of 
.         ioToice  price  is  prescribed  for  individual  cases.     The  additions 
(         whicB  the  different  groups  may  make  to  the  prices  fixed  by  the 
Imperial  Clothing  Ofiice  are  also  prescribed.     So  far  as  regula- 
tions can  do  so,  progressive  profits  are  obviated. 

The  principle  on  which  prices  are  fixed  for  the  goods  is  that 
of  supplying  consumers  with  the  articles  sold  on  supply  vouchers 
as  cheaply  as  possible,  subject  to  the  expenses  accruing  to  the 
State  being  covered  in  every  case.  This  decision  was  supple- 
mented by  the  provision  that,  in  the  case  of  goods  not  coming 
under  the  free  list,  gradual  reductions  are  to  be  made,  until 
finally  only  the  actual  cost  is  covered  by  the  selling  price.  It  is 
evident,  however,  that  the  price  of  textiles  must  still  remain  pretty 
high,  when  one  considers  that  the  market  price  in  neutral  countries 
stands  about  400  per  cent,  above  the  peace  level,  and  that  the 
legitimate  trade  profits  likewise  necessitate  a  rise  in  prices. 


Note  ON  Mr.  Middleton's  Pamphlet  on  German  Agriculture. 

In  the  December  number  of  the  Economic  Journal  there 
appeared  a  review  by  Mr.  C.  E.  Fay  of  Mr.  T.  H.  Middleton'a 
pamphlet,  **The  Eecent  Development  of  German  Agriculture." 
ilr.  Fay,  like  other  reviewers  of  the  same  work,  accepts  the  view 
of  Mr.  Middleton  himself  that  German  agriculture  has  in  recent 
years  been  much  more  successful  than  British,  and  that  its 
superiority  is  due  to  various  advantages  of  education,  credit, 
organisation,  land  tenure,  etc.  (and  possibly,  though  not  cer- 
tainly, to  the  tariff). 

There  is  one  aspect  of  the  matter  which,  as  I  cannot  but  think, 
liardly  receives  a  fair  degree  of  prominence  in  the  pamphlet, 
*nd  is  wholly  ignored  by  Mr.  Fay.  The  principal  measure  of 
the  superiority  of  German  agriculture  adopted  by  Mr.  Middleton 
and  quoted  by  Mr.  Fay  is  the  greater  productivity  of  the  land 
per  100  cultivated  acres.  "The  German  feeds  from  70  to 
"5  persons  per  100  acres  of  cultivated  land ;    the  British  farmer 
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feeds  from  45  to  50."  Everyone  who  has  seen  this  statement 
must  be  startled  by  the  contrast,  and  must  feel  that  an  explana- 
tion is  needed  of  so  great  a  disproportion.  But  I  am  inclined  to 
think  that  the  true  explanation  is  simpler  than  any  given  by  Mr. 
Fay,  or,  explicitly,  by  Mr.  Middleton  himself.  Mr.  Middleton 
gives  us  on  p.  16  of  the  pamphlet  a  comparison  of  the  number  of 
persons  employed  in  agriculture  in  Germany  and  Great  Britain 
per  100  acres  of  cultivated  land.  The  number  of  men  per- 
manently employed  in  Great  Britain  is  3*6  per  100  cultivated 
acres,  and  in  Germany  6*2 ;  the  number  of  women  is  in  Great 
Britain  1*0  and  in  Germany  6*0.  Taking  men  and  women  together 
there  are  122  in  Germany  as  against  4'6  in  Great  Britain.  Those, 
in  addition,  temporarily  employed  number  6*1  in  Germany  and 
1*2  in  Great  Britain.  But,  even  if  we  consider  only  those  per- 
manently employed,  there  are  2-65  times  as  many  people  of  both 
sexes  employed  on  100  cultivated  acres  in  Germany  as  in  Great 
Britain.  I  do  not  want  to  discuss  whether  this  is  desirable  or 
not,  but  merely  to  point  out  that  it  is  not  at  all  surprising  that 
eight  German  men  and  women  engaged  in  agriculture  can,  with 
a  given  amount  of  land,  produce,  say,  50  per  cent,  more  than 
three  English  men  and  women.  Or,  to  put  the  comparison  in 
another  way,  the  German,  with  only  three-eighths  as  much  land 
to  apply  his  or  her  labour  to,  can  only  produce  little  more  than 
half  as  much  food.  In  point  of  fact,  I  think  Mr.  Middleton  a 
little  exaggerates  the  relative  amount  produced  per  100  cultivated 
acres  in  Germany.  He  bases  his  calculation  on  the  assumption 
that  Geionany  produces  90  per  cent,  of  her  food  supply,  and 
Great  Britain  40  per  cent,  of  hers.  If  these  percentages  be 
applied  to  the  census  populations  of  the  two  countries,  Germany 
feeds  71  people  per  100  cultivated  acres,  and  Great  Britain  61. 
Moreover,  these  percentages  represent  the  "energy  value  "  of  the 
food  produced.  If  money  value  were  taken,  the  disproportion 
would  certainly  be  diminished,  owing  to  the  relatively  large 
amount  of  meat  included  in  the  English  produce  and  the  large 
amount  of  potatoes  and  rye  in  the  German.  It  would  therefore 
be  nearer  the  truth  to  say  that  eight  Germans  hardly  produce 
40  per  cent,  more  from- a  given  area  of  land  than  three  British. 
When  every  allowance  is  made  for  the  inferiority  of  German 
land,  to  which  Mr.  Middleton  refers  (p.  7),  and  for  the  operation 
of  the  law  of  diminishing  returns,  which  would  diminish  the 
productivity  per  head  of  the  denser  population,  this  comparison 
seems  hardly  credible.  One  is  tempted  to  think,  as  a  possible 
explanation,  that  the  women  treated  as  permanently  employed  in 
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agriculture  in  the  German  statistics  must  be  only  giving  a  rela- 
tively small  portion  of  their  time  to  it. 

Nevertheless,  the  statistics  of  wages  cited  by  Mr.  Middleton 
(p.  20)  seem  in  some  degree  to  confirm  the  view  that  the  pro- 
ductivity of  the  German  agricultural  labourer  must  be  very  low. 
It  appears  that  in  1905,  even  if  allowances  in  kind  be  included, 
only  2*64  per  cent,  of  the  agricultural  labourers  in  Germany 
received  more  than  660  marks  a  year  (12s.  a  week),  while  73  per 
cent,  received  540  marks  a  year  {lOs,  3d.  a  week)  or  less.  "The 
earnings,"  Mr.  Middleton  says,  "are  much  less  than  in  Britain." 
Indeed,  this  is  so  obvious  that  he  does  not  seem  to  think  it  neces- 
6ary  to  quote  figures,  though  the  result  of  the  investigation  of 
agricultural  wages  in  this  country  which  was  made  in  1907  is 
available  for  comparison.  In  that  year  it  appears  that,  if  allow- 
ances in  kind  be  included,  the  average  remuneration  of  the  agri- 
cultural labourer  in  England  was  18^.  4d.  a  week,  in  Wales  18^., 
and  in  Scotland  19^.  7d.  It  is  true  that  these  figures,  both  English 
and  German,  include  allowances  in  kind,  and,  as  Mr.  Middleton 
points  out,  these  may  have  been  underestimated  in  Germany. 
But  even  the  cash  wages  in  England  in  1907  averaged  155.  2d. 
a  week,  in  Wales  138.  9d.,  and  in  Scotland  14^. 

Too  much  stress  ought  not  to  be  laid  on  this  comparison,  since 
a  large  proportion  of  the  agricultural  population  in  Germany 
consists  not  of  hired  labourers,  but  of  small-holders.  But  the 
number  of  hired  labourers  appears  to  be  nearly  2,500,000  (ex- 
cluding casual  labourers),  and  their  earnings  must,  at  any  rate, 
furnish  some  indication  of  the  value  of  labour.  It  would  be 
interesting  to  have  later  figures  of  the  numbers  employed  on  the 
land  and  their  relative  earnings  in  the  two  countries,  for  there 
must  have  been  changes  in  both  even  before  the  outbreak  of  war. 

But  with  the  data  we  have,  I  should  be  inclined  to  say  that 
the  secret  of  the  German  superiority  in  produce  per  100  cul- 
tivated acres  is  not  education,  land  tenure,  organisation,  or  credit, 
but  an  ample  supply  of  very  cheap  labour.  The  British  farmer's 
chief  disadvantage  is  that  he  has  to  pay  so  high  a  wage 
as  18s,  a  week ;  if  he  could  get  two  and  a  half  times  as  much 
labour  at  two-thirds  of  the  wages,  he  might  distance  his  German 
rival.  E.  G.  Hawtrey 
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Among  many  interesting  letters  recently  addresse 
Economist  we  may  distinguish  those  of  Dr.  Marshall 
fessor  Pigou,  which  appeared  towards  the  end  of  last 
Marshall  advocated  (December  30th),  among  other  i 
creased  imposts,  a  tax  on  capital.  Professor  Pig 
(November  25th)  that,  just  as  in  military  service,  "the 
a  stronger  and  fuller  life  is  not  asked  to  risk  one  liml 
weaker  comrade  risks  two,'*  so  a  logical  system  would 
those  who  are  "strong  in  money"  "the  whole  of  the 
which  their  income  exceeds  that  of  the  poor."  As  he 
explains  in  a  subsequent  letter  (December  9th,  refei 
editorial  of  December  2nd),  he  does  not  mean  thj 
arrangement  could  be  literally  carried  out.  The  object 
expectation  of  such  taxation  would  deter  producti< 
apply,  according  to  Professor  Pigou,  to  special  taxi 
an  exceptional  occasion  for  the  purpose  of  financing 
dented  war.  

We  have  to  thank  Mr.  Johnston,  of  the  Bristc 
member  of  the  Koyal  Economic  Society,  for  calling 
to  some  interesting  conferences  on  the  relations  of 
Labour  which  have  lately  been  held  in  Bristol.  J 
much  to  be  wished  that  other  members  of  the  Societ 
wise  communicate  to  the  editor  occurrences  of  ecor 
which  might  escape  his  attention.  The  Bristol  Con 
initiated  by  an  address  which  Dr.  Cyril  Norwood, 
of  Marlborough  College,  gave  last  October.    His  advi 
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only  recognise  the  Trade  Unions,  but  compel  every  worker  to 
belong  to  his  Union/*  .  .  .  "Equally  in  every  industry  associate 
the  employers.      Do   not  let  a   single   employer  operate   in   an 
industrj'  unless  he  is  a  member  of  the  Employers'  Association." 
A  more  moderate  counsel  in  a  subsequent  debate  was  to  compel 
union  only  when  there  was  a  majority  already  united.     Mr.  John- 
ston added  to  the  programme  compulsory  arbitration,  to  be  secured 
by  a  certain  "Strike  and  Lock-out  Insurance  Fund."    "The  fund 
would  be  at  the  disposal  of  the  Court,  and  in  the  event  of  the 
masters'  refusal  to  agree  to  its  decision,  the  men's  wages  would  be 
made  up  so  long  as  the  lock-out  lasted ;   and,  on  the  other  hand, 
if  the  men  refused  to  obey  the  decision  the  masters'  profits  would 
likewise  be  ensured."    The  fund  would  be  collected  on  the  same 
lines  as  the  National  Health  Insurance  ;  behind  which  there  would 
be  the  guarantee  of  the  State  without  endorsing  particular  plans. 
One  must  admire  the  tone  of  sympathy  and  recognition  in  which 
all  the  employers  who  spoke  referred  to  the  claims  and  unions  of 
the  workers.    Conferences  conducted  in  this  spirit  are  calculated 
to  dispel   what   the  Mayor  of  Bristol   well  called   "the   murky 
atoosphere  of  suspicion  in  which  nothing  organic  can  grow." 


The  usefufness  of  the  conferences  at  Barnett  House  was  again 
Foved  on  Saturday,  February  17th,  when  Mr.  A.  D.  Hall 
(Development  Commissioner)  took  part  in  a  discussion  on  "The 
Reconstruction  of  Agriculture."  He  put  forward  two  cardinal 
requirements  :  more  food  produced  within  their  own  borders,  and 
DKffe  men  living  on  the  land  and  drawing  their  real  work-a-day 
sustenance  from  it.  A  first  step  tow^ards  these  results  was  the 
increase  of  arable  land,  which  had  declined  from  over  15  millions 
of  acres  in  the  early  'seventies  to  11  millions  at  the  present  time. 
Also  the  farmer  required  some  assurance  that  he  would  not  be  hit 
by  a  sudden  drop  in  prices.  The  old  panacea  was  a  duty,  but  on 
the  whole  he  thought  current  opinion  was  not  to  go  back  to  the 
dtity,  or  to  attempt  to  maintain  prices  at  an  arificial  level  by 
raising  the  cost,  of  the  article  to  the  consumer.  What  he  had  in 
view  was  rather  a  bounty  on  production,  and  the  form  on  the 
^bole  that  it  seemed  likely  to  take  was  a  guarantee  to  the  farmer 
that  prices  should  never  fall  below  a  certain  level,  the  State  under- 
taking, in  case  they  did,  to  make  up  the  deficiency  to  the  farmer. 
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The  Quarterly  Review, 

JaxN'uary,  1917.  The  War  and  the  Race.  W.  C.  D.  ^ 
mating,  by  such  presumptions  and  deductions 
the  injury  done  to  the  race  by  the  war,  Mr.  W 
two  economic  remedies:  (1)  that  the  pensions 
sailors  should  be  increased  with  the  number  o 
(2)  that  the  remission  of  income-tax  allowed  t 
be  greatly  increased.  This  might  be  effected  1 
member  of  a  family  as  a  separate  individual  f( 
reckoning  the  exemptions  of  income-tax.  Ou 
n.  J.  Jennings.  It  is  anticipated  that  the  ( 
to  £3,755,000,000  by  the  end  of  March.  Mr 
How  to  Pay  for  the  War  and  other  Socialist  pk 

Edinburgh  Review. 

January,  1917.  The  Birth-Rate.  The  Dean  of  I 
veying  the  population  question  in  ancient  ai 
wisely  pronouncing  or  suspending  judgment  on 
the  Dean  concludes  that  the  British  Empire 
over-populated.  With  migration  assisted  hi 
will  be  desirable  to  increase  our  population 
century.  Ultimately  there  will  be  reached  t 
librium  between  births  and  deaths  " — "  the  m 
happiest  condition  in  which  human  beings  c 
The  Future  of  Engliah  Railumys.  Be  turn  to 
ante  bellum  will  be  impracticable.  Qover 
and  control  by  a  "buffer"  Commission  or  o 
methods  are  also  rejected.  There  is  recomm 
plan  of  maKing  the  Government  holder  of  t 
railway  stock — the  plan  successfully  applied  i 
of  public  utilities  in  Germany.  English  B 
Banker.  The  English  system,  affording  s 
positor,  is  preferable  to  adventurous  bankii 
fimds  supposed  to  be  liquid.  Food  Prices : 
Editob.  The  main  causes  of  the  high  prices 
of  many  food-producers  to  the  work  of  wai 
consumption  of  men  who,  as  civilians,  coul 
sparingly,  the  only  workable  way  of  limiting 
staple  conmiodities  is  to  raise  prices.  Sp 
given  to  the  very  poor.  Rationing  wo\] 
Supply  is  to  be  increased  by  building  ships 
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agriculture,  possibly  through  guaranteed  fixed  prices  for  produce, 

certainly  by  making  the  wages  of  women  workers  on  the  land 

more  attractive.     **It  is  unjust  to  ask  women  to  work  for  2«. 

a  day  in  the  cow-shed  in  order  that  other  women  employed  in 

factory  or  office  at  double  or  treble  that  wage  may  be  able  to 

buy  cheap  milk."    **The  best  means  of  assuring  the  food  supply 

is  to  allow  prices  to  soar  as  high  as  they  will,  so  that  the  wnole 

world  will  be  tempted  to  grow  as  much  wheat  as  possible  and  1 

to  risk  the  new  perils  of  the  deep  in  order  to  bring  it  to  our 

shores." 

Fortnightly  Review, 

JAjfTAKY,  1917.  Agriculture  after  the  War.  E.  Lipson.  The  most 
important  condition  for  the  employment  of  ex-Service  men  as 
farm-workers  is  a  satisfactory  wage.  "The  only  way  to  ensure 
a  permanent  rise  in  wages  is  by  State  action."  The  proposal 
for  a  minimum  price  of  wheat  is  entertained.  "We  must  get 
back  to  the  economic  theory  of  the  Middle  Ages  "  and  "  no  longer 
divorce   economics  from  ethics." 

The  Contemporary  Review, 

Januaby,  1917.  Shall  We  he  Poorer  after  the  War?  J.  A.  Hobson. 
Probably  the  material  capital  wiU  be  not  much  impaired;  the 
labour  available  will  be  as  great  as,  business  organisation  will 
be  better  than,  before  the  war.  Uncertainty  as  to  markets  and 
prices  may  be  mitigated  by  banking  facilities.  For  the  co- 
operation of  these  factors  there  will  be  required  increased  saving 

and  higher  wages,  divergent  aims  which  may  be  reconciled  by  i 

higher  productivity. 

The  Nineteenth  Century, 

Fkbbuary,     1917.     Towards     Indtistrial    Efficiency.    H.     Sbebohm 

Ro>^NTKEE.     The  means  to  efficiency  is  harmony  between  em-  I 

ployers  and  employees.     The  means  to  this  harmony  are,  first,  i 

rise  of  wages  (to  be  effected  by  minimum  wage  and  other 
means);  secondly,  to  give  the  workers  some  voice  in  deter- 
mining the  conditions  of  employment,  to  be  effected  by  properly 
constituted  councils.  The  councils  would  not  take  part  in 
buying  and  selling;  they  would  facilitate  the  use  of  piece-work. 
Industrial  Fatigue.  C.  K.  Ooden.  A  well-documented  study 
of  fatigue  as  manifested  by  the  diminution  of  output  and  the 
increase  of  accidents  in  long  spells  of  work,  and  by  other 
objective  tests. 

The  Bankers*  Magazine, 

^EiiBEB,  1916.  Trade  Banks.  Sir  Inglis  Palgbavb.  By  way 
of  sequel  to  his  article  in  the  October  niunber  of  the  Magazine, 
and  referring  to  the  recent  report  upon  trade  banks.  Sir  Inglis 
points  out  industries  in  which  this  kind  of  banking  would  be 
effective,  such  as  afforestation  and  the  construction  of  apparatus 
for  signalling  at  sea.  He  instances  for  our  imitation  a  German 
bank  which,  upon  the  report  of  an  expert,  successfully  promoted 
a  scheme  for  manufacturing  musical  instruments. 


Digitized 


d^!^oogIe 


150  THB   BCONOMIO  JOURNAL 


Journal  of  the  Institute  of  Bankers, 

November,  1916.  The  Probable  Effect  of  the  War  upon  i 
of  the  World.  A.  J.  Bull.  [The  first  prize  at  tb 
general  meeting  was  assigned  to  this  interesting  essay 

December,  1916.  The  Inaugural  Address  of  the  Prestden 
Poumall).  Lessons  of  the  war  revesJ  defects  in  * 
methods  rather  than  in  the  English  banking  system, 
preferred  to  German  "adventurous"  banking. 

February,  1917.  German  Trade  Expansion:  its  Method 
Tendencies,    J.  M.  Davidson. 

Better  Business  is  the  title  of  a  quarterly  journal  of  agricii 
industrial   co-operation   edited    at   the    Co-operative 
Library,     Plunkett    House,     Dublin.      No.     1    of 
November,    1916,    contains    an    appeal    by   E.    0. 
for    A    Policy    of    Conciliation    for    Co-operators, 
the    interests,    ideals,    and    work    of    agricultural 
and   distributive    societies.      A    Plea   for   Raffeisen 
Ireland,  by  X.,  is  based  on  successful  experiences. 
School  of  Gardening  for  Women  has  been  stimula 
war. 


Indian  Journal  of  Economics, 

September,  1916.  The  Indian  Institute  of  Science, 
Sir  Francis  Spring.  The  Indian  Customs.  D. 
An  Indian  Trans-Asiatic  Railroad.  G,  A.  Mathers 
Management  as  a  University  Study,  H.  Stanley 
classification  of  the  extensive  literature  on  a  subjec 
writer  thinks  subserves  the  project  in  a  Busines 
connection  with  a  university.  Pauperism  in  It 
Sain  Jain.  An  inquiry  into  the  extent  and  causes  < 
in  India  is  called  for.     Agricultural  Banks.     H.  \ 

The  Quarterly  Journal  of  Economics  (Cambridge, 

November,  1916.  The  Taxation  of  Property  and  Incoi 
chusetts,  Charles  J.  Bullock.  An  accurate  si 
ing  from  the  fundamental  law  of  1634  to  the  i 
1916,  which  represents  a  consensus  of  opinion  ! 
discussion.  Why  Organised  Labour  opposes  Scier 
ment,  R.  F.  Hoxie.  The  essential  difference  is 
management  presumes  constant  change,  unionis 
tenance  of  the  industrial  status  quo.  Teaching  th 
Course  of  Economics.  C.  E.  Persons.  The  Ft 
Exchange.  M.  J.  Bonn.  The  fall  is  to  be  accounte 
interruption  of  communications  than  by  the  over 
notes,  the  increase  of  which  (from  an  average  of  f 
two  thousand  million  dollars)  is  explained  by  the 
of  gold  and  the  increase  of  area — the  occupied  ten 
by  the  German  bank.  Commercial  Contracts  of 
the  Syrian  Trade  of  the  Twelfth  Century.      E.   H 
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The  American  Economic  Review  (Cambridge,  Mass.). 

Dbcejibeb,  1916.  Construction  of  a  Business  Barometer.  W.  M. 
Persons.  Twenty-five  indications  of  industrial  activity. 
(1)  Wholesale  prices,  (2)  gross  receipts  of  railways,  (3)  net 
receipts  of  railways,  etc.,  are  variously  combined  into  index- 
numbers,  and  shown  to  be  correlated.  The-  Federal  Rural  Credit 
Bill.  G.  E.  Putnam.  Instead  of  making  the  conditions  of 
country  life  more  attractive  to  young  farmers,  the  Act  of  1916 
only  gives  a  not- wan  ted  subsidy  to  present  landowners.  Tax 
Exemptions  through  Tax  Capitalisation.  E.  R.  Seligman.  A 
forcible  reply  to  Prof.  T.  S.  Adams's  article  in  the  June  number 
of  the  Review.  The  Farmer's  Labor  Income.  Paul  G.  Voot. 
Regulation  of  a  Oovemment-Fostered  Merchant  Marine.  F.  K. 
Bute.  A  plan  of  automatic  control  by  Government  fortifica- 
tion and  dilution  of  securities  is  suggested  for  the  increase  of 
the  American  merchant  marine.  The  New  Revenue  Act. 
R.  G.  Blakey.  State  and  Local  Taxation  of  Banks.  F.  R. 
FAiRcmLD.  The  Control  of  Return  of  Public  Utility  Invest- 
ments.   E.  E.  Lincoln. 

Journal  of  Political  Economy  (Chicago). 

November,  1916.  This  number  is  chiefly  by  or  on  Robert  F.  Hoxie  : 
Scientific  Management  and  Labour  Welfare  (with  reference  to 
the  Taylor  system),  by  Hoxie;  and  on  Hoxie' s  Economics,  Hoxie 
as  an  Invetitigator,  and  a  Tentative  Bibliography  of  Hoxie* s 
Works,  by  other  writers. 

December,  1916.  The  Economics  and  Legality  of  Premium  Giving. 
C.  S.  Duncan.  The  Organisation  of  Workmen's  Compensation 
Insurance.  E.  H.  Downey.  The  Parisian  Bill  Market  in  the 
Seventeenth  Century.    A.  P.  Usher. 

American  Academy  of  Political  Scietpce  (Philadelphia). 

Jajojary,  1917.  This  number,  the  158th  of  the  Annals,  is  devoted 
to  The  Present  Labor  Situation. 

Bureau  of  Labor  Statistics  (Washington). 

.\iDong  recent  publications  of  the  Bureau  may  be  noticed  the  reports 
on  Retail  Prices,  1907  to  1915;  on  Wholesale  Prices,  1890  to 
1915;  on  Unemployment  in  the  United  States  {July,  1916); 
Collective  Bargaining  in  the  Anthracite  Coal  Industry. 

Bureau  of  Foreign  and  Domestic  Commerce  (Washington). 

The  report  on  the  cost  of  production  in  the  earthenware  and  china 
industries  of  the  United  States,  England,  Germany,  and 
Austria  is  described  to  the  editor  of  the  Economic  Journal  by 
an  expert,  Mr.  T.  B.  Johnston,  of  the  Bristol  Pottery,  a  member 
of  the  Royal  Economic  Society,  as  "a  marvel  of  efl&ciency." 
"If  we  could  only  obtain,"  he  says,  "similar  reports  of  all 
our  staple  industries  in  this  country,  the  difficulties  of  Capital 
and  Labour  would  be  minimised  very  considerably/' 
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Journal  des  Economistes  (Paris). 

December,  1916.    Caractere  des  placements  frangais  avant  la  guerre 
Yves  Guyot.     La  situation  des  inventeurs  pendant  la  guerre. 
Fbrnand-Jacq.     L  Australie  en  1915-16.     L.  Gouvy. 

January,  1917.  Revue  du  marche  financier  en  1916.  A.  Raffaix>- 
viCH.  Projets  de  rdforme  de  notre  loi  des  inventions.  Fbrnand- 
Jacq.  Le  bien  de  famille  rurale  avant  la  guerre  et  apres.  A, 
Beckerich. 


Revue  d'Economie  Politique  (Paris). 

SeptembeBt-December,  1916.  De  la  nicessite  pour  la  France 
d*accroitre  sa  production.  Charles  Gide.  Increase  of  pro- 
duction— ^to  meet  the  ravages  of  war — ^may  be  obtained  by 
reconciling  the  workman  not  only  with  his  employer,  but  also 
with  his  work  by  allowing  him  some  share  in  the  management. 
Uhistoire  du  Socialisme  en  Italie  et  les  influences  germaniques. 
D.  Bellet.  The  war  has  produced  serious  schism  among  ttie 
Italian  Socialists.  L' economic  politique  et  la  guerre.  R. 
GoNNARD.  La  re  forme  du  tarif  douanier  apres  la  guerre. 
Anna  V.  Eeisenschadt.  French  protection  of  manufactured 
silk  should  be  modified  in  favour  of  Italy.  La  Question  de  Za 
Depopulation.  X.  Bemedial  changes  in  taxation  and  the  la^^s 
of  inheritance  are  proposed. 


Tidschrift  der  Nationale  Vereeniging  tegen  de  Werkloosheid 

(Amsterdam). 

The  second  yearly  issue  of  the  organ  of  the  Dutch  National  Asso- 
ciation against  Unemployment,  edited  by  A.  Folmeb  and  J. 
Gebritsz. 


Archiv  fur  Sozialwissenschaft  und  Sozialpolitik  (Tiibingen). 

Vol.  XLIII.,  No.  1.  This  is  the  fourth  number  of  the  Kriegskefte, 
which,  under  the  title,  "Krieg  imd  Wirtschaft,"  deal  with 
economic  problems  connected  with  the  war.  Prof.  E.  Lederer 
writes  on  the  transiton  to  a  peace  regime.  A  retrospect  of 
former  great  wars  shows  England  economically  benefited  by 
the  Napoleonic  War,  France  damnified  by  the  exportation  of 
capital  to  pay  the  indemnity  after  the  Franco-German  War  of 
1870-1.  The  prospect  for  Germany  presents  three  recuperative 
processes :  the  inflow  of  capital  from  abroad  to  purchase  German 
war  debt,  the  sale  of  German  securities  abroad,  with  the  same 
result  of  importation  of  capital  available  for  home  production; 
restriction  of  consumption.  Under  the  head  of  Wirtschaft  und 
Verwaltung,  Prof.  J.  Jastrow  touches  a  variety  of  problems 
presented  by  the  change  from  war  to  peace :  What  experiences 
obtained  in  the  course  of  the  present  war  are  available  for  the 
management  of  internal  affairs  in  a  future  war?  Will  the 
services  of  women  during  the  war  contribute  to  their  completer 
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"emancipation"?    As  to  the  prospects  of  international  law,  the 
writer  is  not  much  alarmed  by  violations  thereof  (such  as  the 
Baralong  case).     Where  there  is  law,  breaches  of  law  must  be 
expected.     How  many  men  in  the  German  Empire  are  there 
who  have  never  incurred  a  penalty  through  the  breach  of  some 
regulation!       Even  the  proscription  or  internment  of  enemy 
aliens  obtains  some  colour  from  the  practice  of  universal  con- 
scription.    German  Marxism  and  the  War  is  treated  at  immense 
length  by  Gustav  Meyer.     Without  perusing  his  sixty  pages 
one  may  gather  that  the  realities    of    war   have    produced    a 
softening  of  dogma,  a  spirit  of  rationahsm  and  reform,  among 
the  sectaries  of  the  Marxian  school.     At  equal  length  the  pro- 
jected economic  bond  between  Germany  and  Austna-Hungary, 
the  making  of  a   "Middle-Europe,"   is   advocated  by  Gustav 
Stolper  and  J.   Szterenyi,  the  latter  especially  dealing  with 
Hungarian  interests.     Dr.  H.  Vogel  deals  with  the  Loans  of 
the  Belligerent  States  in  the  Year  1915.     The  least  ponderous 
portions  of  the  volume  are  the  notices  of  recent  writings  upon 
war  and  economics,   by  Prof.   F.    Eulenburg.     He   criticises 
sensibly  Prof.   Jaffe's  paradox    [noticed  in  former  numbers  of 
The  Economic  Journal]    that  the  old  competitive  economics 
should  be  scrapped,  that  "  efficiency  "  rather  than  wealth  and 
welfare  should  be  the  ideal  of  the  new  Germany. 

A  fuller  account  of  other  recent  articles  in  German  periodicals 
referring  to  economic  aspects  of  the  war  will  be  found  above. 
Ifc  must  not  be  inferred  that  the  German  periodicals  are  entirely 
preoccupied  with  such  topics.  For  instance,  in  the  Jahrbiicher 
/^'  Naiionaloekonomie,  among  the  articles  which  appeared  in 
1915  there  is  a  "Contribution  to  the  Criticism  of  Bohm-Bawerk's 
Theory  of  Interest,"  a  discussion  of  "V.  Thiinen's  Formula 
^5  the  Remuneration  of  Labour,"  and  an  exposition  (by  Bela 
^^Mes)  covering  the  groimd  of  English  theory,  with  references 
^  Kicardo,  Sic^wick,  Bastable,  etc. 


Scientia  (Milan). 

^;  1917,  La  Quadruple  Entente  dconomique.  Charles  Gide. 
An  economic  league  uniting  Belgium,  England,  France,  and 
Italy  would  be  a  great  achievement,  even  though  the  agree- 
ment as  to  tariffs  should  not  be  complete,  nor  the  boycott  of 
German  trade — against  which  some  reasons  are  offered — be 
realised.  The  Probable  Effects  of  the  European  War  upon  the 
Redistribution  of  Population.  T.  N.  Carver.  General  reflec- 
tions on  migration  lead  up  to  the  conditional  proposition  that, 
in  the  event  of  a  Turco-Teutonic  victory,  "a  good  many  en- 
lightened and  high-spirited  people "  would  emigrate  from 
England,  France,  and  Belgium  to  the  United  States.  In  the 
opposite  event  the  United  States  is  likely  to  receive  a  con- 
siderable addition  to  its  "hyphenated"  population.  Additions 
to  the  employing  class  would  be  welcome,  but  it  is  to  be  feared 
that  the  immigrant  will  be  of  a  class  which  will  glut  the  labour 
market  and  reduce  wages. 
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Giomale  degli  Economisti  (Rome). 

November,  1916.  Relazioni  Jra  sconto  e  prezzi  durante  i  cicli 
economici.  C.  Bresciani  Turboni.  Le  taase  del  Canale  di 
Suez  e  la  guerra.  A.  Blessich.  Note  Critiche-  L.  Amoroso. 
Contributions  to  mathematical  economics. 

December,  1916.  II  costo  della  guerra.  L.  Amoroso.  Three 
thousand  young  lives,  three  hundred  million  francs,  are  spent 
upcHi  the  war  per  day;  it  has  lasted  nearly  a  thousand  days; 
it  occupies  some  fifty  million  persons  as  combatants  or  auxi- 
liaries. Only  rough  evaluations  of  cost  are  possible,  owing  to 
the  difference  between  money  cost  and  real  cost  in  "  ophelimity," 
and  to  the  difficulty  of  estimating  remoter  consequences.  Sup- 
posing, after  the  war,  a  fundamental  change  in  international 
relations,  there  may  arise  (as  shown  by  Pantaleoni  in  the  Vita 
Italiana  of  1916)  either  a  "  syndical "  system  with  bureaucratic 
government,  comparatively  limited  population,  and  equal  con- 
ditions, or  "  federated  "  nations  with  a  freer  play  of  competition, 
less  restricted  population.    Which  rigime  is  more  to  be  desired? 

Nazionaliamo  economico  e  rincaro  del  capitale.  G.  Prato.  The 
mediaeval  conditions  which  impeded  lending  to  foreigners 
seemed  almost  to  have  disappeared  before  the  war.  But  the 
treatinent  of  foreign  property  by  the  belligerents  has  destroyed 
confidence.  There  will  result  a  high  rate  of  interest  correspond- 
ing to  risk  for  investments  in  foreign  countries.  Let  us  at  least 
not  aggravate  the  coming  dearth  of  capital  by  protectionist 
absurdities  now  rife  in  Italy — "le  insulsaggini  ostracistiche  che 
germogliano  dall'  analfabetismo  economico."  The  English 
language  can  hardly  reproduce  the  vigour  of  the  Italian 
economist's  protest  against  "the  superstition  of  xenophobia." 

January,  1917.  II  contributo  regionale  di  ufficiali  di  fanteria 
durante  la  guerra.  Livio  Livi.  The  nimiber  of  infantry  officers 
in  proportion  both  to  the  general  population  and  to  the  male 
population  between  the  ages  of  twelve  and  thirty -five  is  greater 
for  Sicily  and  Naples  than  for  North  Italy,  a  difference  for 
which  the  statistician  seeks  vainly  an  explanation. 

La  Reforma  Sociale  (Turin). 

November-December,  1916.  Qualche  aspetto  economico  del  pro- 
blema  idraulico.  Pasquali  Jannacone.  The  changes  produced 
by  war  varying  the  relative  importance,  the  most  advantageous 
combination,  of  the  factors  of  production  may  lead  to  the  sub- 
stitution of  water-power  in  Italy  for  thermal  energy.  Suite  pi^ 
riposte  armonie  fra  Veconomia  e  la  morale,  Michelangelo 
BiLLiA.  Forze  economiche  e  forze  morale  nella  restaurazione 
post'bellica,  Giuseppe  Rato.  The  power  of  moral  forces  and 
their  compatibility  with  an  economic  regime  are  illustrated  by 
the  examples  of  liberty-loving  England  and  heroic  Belgium. 
German  mechanical  organisation  and  the  servile  imitation  thereof 
by  so-called  "Nationalists"  are  denounced.  Di  alcune  verity 
economiche  dimostrate  dalla  guerra,     A.   Garino-Canina. 


Digitized  by 


Google 


ogg'g 


1917]  RSOENT  FBBIODICALS  AND  NEW  BOOKS  155 


NEW  BOOKS 

English, 

British  Trade  after  the  War.  Summaries  of  Evidence  before 
the  Sub-Committee  on  Measures  for  Securing  the  Positions,  after 
the  War,  of  certain  Branches  of  British  Industry.  London:  King. 
1916.     4d. 

CosENS  (Monica).  Lloyd  George's  Munition  Girls.  London: 
Hutchinson.     1916.     Pp.  160.     1«. 

[The  work  and  humours  of  "Miss  Tommy  Atkins"  are  vividly  described 
by  a  lady  who  worked  with  factory  girls  of  this  type  at  making  sTiells.] 

Cunningham  (Rev.  W.).  The  Progress  of  Capitalism  in  England. 
Cambridge  University  Press.     1916.     Pp.  xi  +  144.     3«.  net. 

[To   be   reviewed.] 

Derrick  (Paul  E.).  How  to  Reduce  Selling  Costs.  London: 
Newnes.      1917.     Pp.  xviii  +  221. 

FuRNiss  (H.  Sanderson).  The  Industrial  Outlook.  Ky  Various 
Writers.  Edited  by  H.  S.  F.  London:  Chatto  and  Windus.  1917. 
Pp.  402.     3s.  M.  net. 

[To  be    reviewed.] 

Hauser  (Henri).  Germany's  Commercial  Grip  on  the  World. 
Her  Business  Methods  Explained.  Translated  by  M.  Emanuel. 
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THE  NETHERLANDS  BANK  AND  THE  WAK.^ 

It  is,  and  will  continue  to  be,  a  dangerous  undertaking  to  write 
about  recent  facts  and  transactions  at  the  stage  of  the  world 
upheaval  we  are  now  passing  through,  particularly  if  one  wishes 
to  express  an  opinion  as  to  the  eflScacy  of  measures  taken  and 
upon  the  motives  which  led  to  such  measures.  Important  events 
succeed  each  other  with  unparalleled  rapidity;  not  only  fresh 
conflicts  arise,  but  also  fresh  solutions  may  be  found  at  any 
moment  and  show  us  the  constantly  changing  conditions  from 
such  a  different  point  of  view  that  one  runs  the  risk  of  having  to 
reverse  one's  previous  opinion  under  pressure  of  changing  circum- 
stances. I  shall  therefore  express  my  views  with  this  reserve  in 
mind.  For  in  spite  of  these  possibilities,  I  shall  attempt  to  give 
a  review  of  the  course  of  affairs  during  the  past  year,  and  try  to 
find  an  explanation  for  conditions  which  have  attracted  general 
attention  on  account  of  their  real  or  apparent  abnormality. 

In  reviewing  the  position  of  the  Netherlands  Bank  during  the 
past  year  of  war,  two  phenomena  are  especially  noticeable  : — 

(1)  that  a  constantly  diminishing  direct  financial  support  was 
required  of  the  Bank,  while,  on  the  other  hand,  the  Bank  was 
more  and  more  called  on  to  grant  indirect  support  in  effecting 
important  financial  measures;  and 

(2)  that  the  problem  of  the  foreign  rates  of  exchange  required 
the  Bank's  attention  in  a  considerably  increasing  degree. 

During  the  last  fifty  years  the  Bank  has,  excluding  the  affairs 

'  This  article  is  an  abbreviated  version  of  an  article  appearing  in  the 
Dutch  Yearbook  Orotius  in  continuation  of  an  article  published  last  year.  In 
▼iew  of  i(s  wide  interest  and  the  high  authority  with  which  Dr.  Vissering  is  in  a 
pnvition  to  write,  the  Economic  Jottbnal  allows  an  exception  to  its  general  rule 
oi  not  reprinting  what  has  been  already  printed  elsewhere. — Note  by  Editok. 
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transacted  with  and  on  behalf  of  the  Government,  never  been 
called  upon  to  grant  so  little  credit  directly  to  the  community  in 
general,  and  yet  never  has  the  Bank  been  to  such  an  extent  the 
central  institution  for  all,  while  its  character  as  a  bank  of  issue 
has  been  especially  prominent.  Its  bank-note  issue  has  attained 
more  than  double  that  of  former  maxima. 

It  is  for  this  reason  that  I  wish  to  make  brief  mention  of  a  few 
important  figures  and  attempt  to  account  for  them. 

Before  doing  so,  however,  I  shall  make  certain  statements  as 
to  the  discount  policy  of  the  Bank. 

During  the  course  of  the  year  1916  the  Bank  has  not  changed 
its  rate.  On  July  1st,  1915,  the  discount  rate  had  been  reduced 
from  5  to  4i  per  cent.,  and  although  the  investments  have  con- 
siderably diminished  since  that  time,  there  has  been  no  reason 
to  drop  the  rate  any  further.  Money  for  long  period  loans  on  the 
open  market  remained,  as  we  shall  see  below,  at  about  4^  to 
5  per  cent. ;  money  for  shojt  loans  was  temporarily  available  at 
very  low  figures,  and  if  the  Bank  therefore  had  followed  suit,  it 
would  have  had  to  reduce  its  rate  several  per  cent.  It  will  not 
require  much  explanation  to  show  that  such  a  discount  policy 
would  have  been  very  imprudent.  If  the  Netherlands  bank  of 
issue,  situated  among  belligerent  countries  which  were  aU  main- 
taining a  high  bank-rate,  had  alone  considerably  reduced  its  rate, 
mo^t  undesirable  and  disproportionate  conditions  would  have  been 
created  with  regard  to  foreign  countries,  and  the  desire  for  credit 
in  the  Netherlands  would  have  been  still  more  excited.  With 
its  official  discount  rate  of  4j^  per  cent,  the  Netherlands  Bank, 
together  with  the  Swiss  National  Bank  and  the  Bank  of  Norway, 
was  amongst  the  central  institutions  which  have  charged  the 
lowest  rates  during  the  war. 

Even  in  some  authoritative  quarters  it  has  been  said  that 
in  the  Netherlands  the  Government  has  exercised  influence  on 
the  determination  of  the  bank-rate  by  the  bank  of  issue.  It 
cannot  be  denied  that  the  Government,  at  any  rate  at  the  begin- 
ning of  the  war,  has  on  occasion  attempted  to  bring  influence 
to  bear  for  this  purpose,  and  the  Bank  has  naturally  at  all  times 
been  prepared  to  consult  witH  the  Government  on  points  touching 
the  public  interest.  I  must,  however,  explicitly  deny  that  the 
management  of  the  Bank  has  ever  acted  under  any  pressure  or 
even  influence  of  this  kind.  This  would  have  been  in  contradic- 
tion with  the  proved  policy  of  the  Bank  which  it  has  pursued  for 
many  years  past,  viz.,  that  notwithstanding  the  Bank  has  always 
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co-operated  cordially  and  amicably  with  the  Government,  it  has 
always  fully  maintained  its  liberty  as  a  private  institution  over- 
against  the  Grove^mment ;  if  during  the  crisis  it  had  acted  differ- 
ently, this  would  have  encroached  upon  one  of  the  first  principles 
of  its  organisation  and  of  its  methods.  The  reductions  in  the 
rate  which  the  Bank  has  made  during  the  war  were  consequently 
made  exclusively  because  the  Bank  was  convinced  that  its  own 
balance  figures,  the  position  of  the  money  market,  and  the  general 
economic  position  of  the  country  were  sufficient  reasons  for  such 
changes. 

A  considerable  amount  of  misapprehension  seems  indeed  to 
exist  in  foreign  countries  with  reference  to  the  position  of  the 
Netherlands  Bank.  There  one  often  hears  the  Bank  called  the 
Netherlands  State  Bank.  This  name  is  incorrect.  The  Netherlands 
Bank  is  a  private  institution  which  has  received  from  the  State  by 
law  a  so-cjJled  patent  or  charter  for  the  issue  of  bank-notes.  This 
charter  is  embodied  in  a  bilateral  contract  which  has  been  sanc- 
tioned by  Act  of  Fsurliament;  the  scope  of  the  Bank  is  in  this 
contract  restricted  by  certain  rules  and  kept  within  certain  limits. 
Two  of  the  seven  members  of  the  management  of  the  Bank,  the 
President  and  the  Secretary,  are  appointed  by  H.M.  the  Queen ; 
the  remaining  five  members  by  the  shareholders  of  the  Bank. 
The  Queen  also  appoints  a  Government  Commissioner,  who  super- 
vises the  management  of  the  Bank  generally;  and  finally  the 
annual  balance  sheet  has  to  be  submitted  for  approval  to  the 
Government,  who  may  only  reject  it  if  it  has  been  prepared  in 
ccmtradiction  with  the  terms  of  the  charter  laid  down  by  law  and 
the  statutes.  After  a  distribution  of  3^  per  cent,  dividend  to  the 
shareholders  and  the  setting  aside  of  certain  sums  for  the  reserve 
fund  and  bonuses,  the  State  receives  two-thirds  of  the  net  profit. 
With  the  exception  of  all  these  regulations,  which  are  mainly 
of  the  nature  of  a  contract,  the  Bank  is  free  from  any  interven- 
tion of  the  State.  This  freedom  has  been  one  of  the  first  prin- 
ciples of  its  organisation  since  its  establishment  in  1814,  and  it  is 
precisely  in  times  of  great  crisis  and  general  upheaval  that  it  has 
proved  to  be  an  excellent  quality  which  has  maintained  its  strength 
intact  and  its  repute  in  the  opinion  of  the  people.  Whenever, 
therefore,  any  suspicion  has  been  raised  ihat  the  Government  has 
had  direct  influence  on  the  management  and  the  policy  of  the 
Bank,  it  is  no  less  than  the  duty  of  the  Bank  to  contradict  such 
statements  immediately  as  a  matter  of  principle. 

We  will  now  proceed  to  give  the  figures. 
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Balance  Shbet  Figubes. 

July  25th,    January  8th,     December 

1914  1916  30th,  1916.     Maximnin. 

/.               .   /.  /.  A 
Asseti, 

Home  bill!    67,947,052      79,852,833  66,685,016  ^^^^. 

Nov   7th    1914      186,283,353 

Foreigi  bilk 20,188,148       4,318,602  8,024,184  ^  ^  ^^ 

June  2nd,  1914  20,230,740 

Loans   on   stocks   and   goods  61,685,882     87,066,366  86,605,222  ^^^^^^ 

Feb.  13th,  1915 : ..  ^  ^_  167,222,276 

Advances  to  the  Gtovemment  12,444,197      13,678,295  11,576,641  ,,^,^ 

March  6th,  1916 14,998,040 

Specie  and  bullion  170,341,686    442,496,405  594,587,364  ^_^,,^ 

^uly  31st,  1916  602,166^866 

Stocks  8,985,270       8,856,812  9,096,143 

Bank  premises  and  furniture  1,800,000       1,600,000  1,400,000 

Various   acoounte    509,253     23,573,659  71,086,724 

Liabilities, 

Capital   20.000,000  .  20,000,000     -20,000.000 

Rierve  Fund   5,003,038       5,000,000        6,155,090 

Bank-notes  in  circulation  310,437,275    578,410,090    758,379,115        ^,^^,. 

Dec.  30th,  1916  768,379,U5 

Bank  Assignations    1,460,544       1,945,791        3,738,960  ,,^  «^, 

Feb.  6th,  1916  6,346,841 

Current  Accounte  4,737,223      47,886,628      54,677,360  ^  ^^ 

Sept.  nth,  1916  145,881,590 

Various  Accounts    2,263,410       8,199,353       6,110,760 

The  great  increase  in  the  main  figures  immediately  warrants 
the  query  whether  an  inflation  of  money  has  not  been  created  in 
the  Netherlands.  I  shall  therefore  look  at  this  question  in  the 
first  place. 

The  investments  of  the  Bank  in  discounts  and  loans  show 
approximately  the  same  figures  as  before  the  war.     The  entire 
amount  of  capital  outstanding  in  December,  1916,  does  not  greatly 
differ  from  that  in  January,  1916.    If,  however,  we  scrutinise 
these  figures  more  closely,  a  great  difference  will  be  seen  to  exist. 
In  the  discounts  is  included  on  December  2nd   an    amount   of 
/  37, 000,000— in  Treasury  Notes  which  had  been  placed  with  the 
Bank  by  the  Government  through  the  intervention  and  with  the 
joint  signature  of  bankers  and  stock  dealers.    The  discounts  for 
the  ordinary  branches  of  trade,  principally  conmierce,  industry, 
and   agriculture,  had   therefore   on   December  2nd,  1916,  been 
reduced  to  /  21,810,465,  a  figure  which  is  almost  unprecedented 
in  the  history  of  the  Bank.     One  must  go  back  for  more  than 
fifty  years,  to  a  time  when  the  Bank  was  an  institution  of  local 
rather  than  national  importance,  before  we  find  such  a  small 
figure. 

In  immediate  connection  with  this  I  also  wish  to  point  out 
another  fact. 

In  the  private  discount  market  money  has  been  becoming  cox^' 
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stantly  cheaper.  For  a  long  time  the  private  rate  fluctuated 
between  IJ  and  1  per  cent.,  and  for  a  short  interval  even  dropped 
to  J  per  cent.  This  was,  of  course,  one  of  the  principal  reasons 
for  the  emptying  of  the  Bank's  discount  portfolio.  Since  the 
middle  of  November  this  rate  has  again  rapidly  risen,  and  has 
even  attained  4  per  cent,  and  4 J  per  cent. 

The  Government  was  constantly  borrowing  from  the  open 
market  in  order  to  cover  its  floating  debt,  and  placed  three  to  six 
months'  Treastiry  Notes  and  Treasury  Bills  at  rates  varying  from 
3*940  per  cent,  to  1*703  per  cent.  Apparently  the  Government  in 
this  way  paid  more  for  its  discounts  direct  from  the  Bank  than 
fcMT  its  loans  on  the  market.  As,  however,  the  Grovemment 
receives  two-thirds  of  the  surplus  profit  of  the  bank  of  issue,  dis- 
counting direct  with  the  Bank  at  the  rate  of  4J  per  cent,  was  in 
the  end  more  advantageous  for  the  State  than  this  discounting 
in  the  open  market  at  the  lower  rate. 

Monthly  loans  on  'change  against  security  of  stocks  and  shares 
varied  between  4  and  2  per  cent.,  being  invariably  higher  than 
IHivate  discounts,  and  it  was  only  in  the  middle  of  November, 
1916,  that  this  also  changed,  and  the  rate  rose  from  3}  to  4  per 
cent,  and  4^  per  cent.,  the  rate  being  lower  for  a  time  than  that 
for  private  discounts,  a  rare  phenomenon. 

As  soon,  however,  as  longer  period  loans  came  on  the  market, 
the  standard  rate  rose  considerably.  In  the  esurly  days  of  the 
crisis  the  State  had  been  obliged  to  call  upon  the  market  for  money 
at  5  per  cent.,  and  it  was  only  much  later  that  a  standard  rate 
of  4i  per  cent,  was  possible  for  an  issue  at  par.  (February,  1916, 
loan.)  The  Government  is  now  issuing  a  loan  at  4  per  cent,  per 
annum,  though  it  will  be  issued  at  a  few  per  cent,  below  par 
(97  per  cent.). 

Private  institutions  were  obliged  at  the  beginning  of  the  crisis 
to  pay  6  per  cent.,  and  later  on  paid  5  per  cent.,  in  some 
cases  4J  per  cent.  During  the  last  few  months  a  few  municipali- 
ties and  provinces  have  tried  the  4  per  cent,  type,  and  were  suc- 
cessful at  an  issuing  rate  of  96  per  cent,  and  less,  but  at  any  rate 
above  this  price  they  were  unsuccessful.  With  this  figure  the 
turning  point  in  the  fall  of  price  and  rate  of  interest  had  appa- 
rently been  reached,  and  it  was  only  during  a  few  weeks  that  loan 
issues  succeeded  at  this  price. 

Although  there  were  therefore  definite  symptoms  that  the  stan- 
dard rate  for  sound  securities  had  diminished  since  the  beginning 
of  the  crisis,  it  has  gradually  become  clear  that  a  rate  of  4  per 
cent,  for  long  period  loans  has  not  yet  been  reached.    It  is  there- 
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fore  obvious  that  there  are  in  the  money  market  two  currents, 
or  rather  two  factors,  which  have  each  their  own  course  and  must 
be  distinguished  in  reviewing  the  situation,  viz.,  money  loaned 
for  longer  periods  and  money  loaned  for  short  periods,  either  call 
money,  money  at  a  month's  or  not  more  than  three  months' 
notice.  As  a  rule  the  quotations  for  long  and  short  money  do 
not  differ  so  very  much;  they  have  now,  however,  for  many 
months  past  been  separated  by  a  difference  of  several  per 
cent.  Other  influences  than  those  which  usually  operate  in 
ordinary  times  have  therefore  been  at  work  here. 

Money  at  short  notice  certainly  gave  the  impression  of  being 
abundant;  this  may  nevertheless  be  deceptive  for  judging  the 
condition  of  the  money  market.  The  transactions  at  call  or  short 
notice  are  not,  generally  speaking,  very  large,  so  that  offers  of 
money,  if  at  all  on  a  generous  scale,  though  they  are  but  tempor- 
ary, will  rapidly  depress  the  market  price.  The  stock  of  money 
available  for  short  notice  cannot,  in  fact,  have  been  extra- 
ordinarily large,  for  even  in  the  case  of  a  momentarily  large 
demand,  such  as  on  quarter  days,  the  rates  for  money  at  call  and 
short  notice  rose  rapidly.  If  money  at  longer  periods  had  really 
been  urgently  offered  in  large  amounts,  the  rate  tot  this  category 
of  loans  would  have  dropped  much  quicker.  Hence  it  is  clear 
that  on  the  market  for  longer  periods,  wid  even  on  that  for  short 
notice,  so  much  money  has  not  yet  been  present  as  to  cause  the 
money  rate  in  the  market  to  drop.  One  cannot  therefore  on  these 
grounds  conclude  that  there  is  an  inflation  of  money  on  the 
Netherlands  market. 

Nevertheless,  we  find  that  both  the  gold  stock  of  the  bank  of 
issue  and  the  bank-note  circulation  have  increased  in  a  degree 
unparalleled  in  this  country,  and  that  the  balances  of  accounts- 
current  have  greatly  increased,  although  in  more  variable 
amounts. 

The  greatly  increased  aggregates  of  these  three  groups  of  avail- 
able funds  would  under  normal  circumstances  naturally  mean  an 
inflation  of  money,  and  yet  in  spite  of  these  facts  the  direct  con^ 
sequences  of  inflation,  which  would  in  the  first  instance  be  » 
general  rise  in  price  and  a  fall  in  the  Exchanges,  are  not 
present. 

We  are  therefore  confronted  with  a  series  of  most  unusual 
phenomena  which  are  not  succeeded  by  the  results  customary  i^ 
practice.     At  first  they  are  so  many  riddles.    How  are  we  to  fin 
the  solution,  or  what  is  their  correct  explanation?  - 

As  it  is  of  such  great  importance  to  have  some  principle  o 
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guidance,  I  shall  attempt  to  give  an  explanation,  even  at  the  riak 
<rf  the  future  proving  me  to  be  wrong. 

The  Netherlands  has  been  since  time  immemorial  a  country 
which  in  proportion  to  its  population  had  large  imports,  large 
expOTts,  and,  in  normal  times,  a  large  transit  trade.  The  transit  * 
trade  is  now  at  a  standstill,  greatly  to  the  disadvantage  of  the 
country  and  of  the  working  classes.  The  imports  and  exports, 
however,  are  able  to  continue  for  the  sustenance  of  the  nation, 
although  to  a  far  smaller  extent  than  formerly.  The  Netherlands 
has  not  the  natural  resources  of  countries  with  large  territories ; 
the  country  possesses  no  iron  mines  of  its  own,  and  has  to  rely  upon 
foreign  countries  to  a  large  extent  for  its  supplies  of  foodstufEs, 
not  to  mention  coal,  fertilisers,  and  many  other  commodities 
which  have  to  be  obtained  from  abroad.  On  the  other  hand,  it  is 
a  large  producer  of  cattle  and  dairy  products,  of  horticultural 
produce,  of  flower  bulbs,  and,  from  its  colonies,  of  sugar,  rice, 
quinine,  and  copra,  to  which  of  late  years  have  also  been  added 
tea  and  rubber.  Many  of  these  products  must  be  exported  within 
a  short  time  for  fear  of  their  deterioration  and  of  the  consequent 
niin  of  industries  in  which  large  numbers  of  the  population  find 
a  livelihood.  The  exports  are,  however,  for  thie  greater  part  to 
countries  other  than  those  from  which  the  imports  come.  The 
grain  for  the  country's  own  food  comes  from  America,  and  before 
the  war,  from  Eussia  and  Eoumania.  The  agricultural  products 
of  the  country  chiefly  go  to  England,  France,  and  Germany ;  in 
ordinary  circumstances  arbitrage  would  reciprocally  liquidate  the 
payments  for  these ;  the  war  has,  however,  placed  great  obstacles 
in  the  way  of  these  payments,  because  international  arbitrage  has 
been  greatly  impeded  and  many  balances  abroad  were  consequently 
not  realisable  for  the  time  being. 

This  disturbance  affected  the  rates  of  exchange  in  yet  another 
manner.  In  ordinary  circumstances  the  balance  of  payment  of 
the  Netherlands  to  foreign  countries  is  fairly  equivalent ;  the 
money  values  of  the  imports  and  exports  practically  cover  each 
other.  Now  that  the  imports  from  belligerent  countries  into  the 
Netherlands  are  so  much  less  than  the  exports  (indeed,  the  imports 
of  some  commodities  have  even  ceased  entirely),  not  only  was 
the  ordinary  medium  of  payment  in  trade  with  foreign  countries, 
viz.,  goods,  which  were  formerly  imported  and  consequently 
created  claims  for  payment  on  the  Netherlands,  withheld,  but  a 
totally  different  process  went  on  in  the  Netherlands  itself; 
the  country  was  forced  to  consume  its  stocks  of  such  imported 
goods,  in  other  words,  its  reserves.     This  is  most  clearly  seen  in 
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the  case  of  iron,  cement,  coal,  and  similar  products.  Shipbuilding 
yards,  ironworks,  etc.,  are  a  prey  to  anxiety  for  fear  that  their 
stocks  of  raw  material  should  become  exhausted,  and  several  works 
have  already  been  forced  to  reduce  the  working  hours  of  thar 
workmen,  or  even  to  discharge  their  employees,  while  many  others 
fear  that  they  will  be  forced  to  do  so  before  long. 

Not  only,  therefore,  did  foreign  countries  send  us  much  gold 
because  the  balance  of  exports  over  and  above  the  imports  had 
assumed  such  large  dimensions,  but  even  in  the  country  itself 
many  manufacturers  and  merchants  acquired  a  greater  amount  of 
cash  and  liquid  funds  owing  to  the  exhaustion  of  their  stocks, 
which  they  would  otherwise  have  long  since  replenished.  The 
accretion  of  their  liquid  funds  was  in  this  respect  quite  involun- 
tary. The  increase  of  liquid  funds  in  the  form  of  credit  balances 
with  the  Bank,  the  hoarding  of  the  bank-notes  of  the  bank  of 
issue,  and  finally  the  accumulation  of  gold  in  the  Netherlands, 
are  not  only  the  result  of  handsome  profits  on  remunerative  trans- 
actions, but  exhibit  also  an  element  of  stagnation,  of  retrogression, 
and  distress. 

We  have  therefore  here  a  case  in  which  the  proportions  of 
things  have  been  entirely  altered  by  the  war;  for  one  group  of 
individuals  this  accumulation  of  liquid  funds  and  the  gold  influx 
means  growing  profits;  for  another,  presumably  a  far  larger 
group,  it  means  the  beginning  of  exhaustion  and  unemployment. 
This  distinction  we  must  particularly  not  lose  sight  of  if  we  wish 
to  understand  the  character  of  the  money  market.  The  last-men- 
tioned group  will  have  to  consider  this  stock  of  gold,  or  whatever 
its  counter  value  may  be,  as  a  very  necessary  reserve,  laid  aside 
under  the  force  of  circumstances  from  their  industry,  which  it 
were  best  to  bring  into  use  again  as  soon  as  possible  in  order 
to  purchase  fresh  stocks  of  raw  material  with  which  to  resume 
operations  and  to  put  an  end  to  unemployment  and  distress.  For 
this  group  liquid  funds  do  not  therefore  signify  capital  for  invest- 
ment, but  accumulated  unused  industrial  power  which  must  needs 
be  kept  in  reserve.  This  accumulated  reserve  may  take  the  form 
of  unused  credit  balances,  which  temporarily  dilate  the  deposits 
in  the  banks,  and  consequently  the  credit  balances  of  the  account- 
currents  of  the  bank  of  issue  have  temporarily  increased  to  so  great 
an  extent ;  it  may  also  consist  in  the  repayment  of  money  drawn 
on  credit,  so  that  the  discounts  and  loans  are  greatly  decreased. 
As  soon,  however,  as  the  situation  turns,  these  credit  balances 
and  deposits  will  be  called  up  and  fresh  working  capital  will  be 
in  demand  by  means  of  discounts  and  loans.    The  liquid  funds 
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will  then  perhaps  be  inadequate  even  to  replenish  the  former 
stocks,  if,  for  instance,  the  prices  of  raw  material  have  risen  in 
the  meantime. 

K  we  take  all  these  circumstances  into  account,  we  shall  be 
forced  to  the  conclusion  that  the  accumulation  of  these  liquid 
funds  has  not  yet  assumed  the  character  of  an  inflation  of  capital 
or  of  money.  If  we  keep  this  in  mind,  it  will  also  explain  why 
loans  for  longer  periods  remained  dear  and  how  money  at  short 
notice  could  for  the  time  being  be  much  depressed  while  it  was 
not  in  reality  very  abundant. 

It  is  an  undoubted  fact  that  not  a  few  persons  have  made  large 
profits  and  that  a  certain  portion  of  such  profits  appears  on  the 
market  in  the  form  of  money  for  investment.  Another  portion  of 
it  most  be  paid  as  extra  tax,  and  a  further  portion  is  usually  spent 
in  luxury  because  the  new-minted  plutocracy  longs  for  gratification 
and  extravagance.  The  amplitude  of  money  induced  by  these 
profits  is  not,  however,  so  great  that  an  inflation  could  be  brought 
about  by  them  alone,  and  it  could  not  therefore  create  a  consider- 
able fall  in  the  market  for  money  offered  for  longer  periods. 

The  larger  group,  on  the  other  hand,  who  found  their  liquid 
funds  increasing  much  against  their  will  owing  to  the  diminution 
of  their  stocks  and  the  cessation  of  their  industry,  could  not  place 
their  funds  on  the  investment  market  except  at  short  periods 
and  in  absolutely  liquid  forms.  Money  houses  who  for  the  same 
reasons  were  repaid  credits  which  they  had  advanced  to  their 
clients  and  who  at  the  same  time  found  their  deposits  increasing 
by  the  unused  money  of  many  others,  were  not  able  to  invest 
the  funds  thus  released  in  loans  at  long  periods.  For  this 
large  group  only  two  courses  were  open  :  to  invest  this  money 
in  a  very  provisional  fashion  in  absolutely  liquid  objects  in  order 
to  make  it,  at  least  in  some  measure,  productive.  All  investors 
of  this  kind  were  therefore  eager  bidders  for  a  form  of  invest- 
ment, the  supply  of  which  was  naturally  limited,  if  it  was  to 
ocmiply  with  the  requirements  of  great  liquidity.  In  this  field, 
therefore,  the  rate  may  be  temporarily  depressed  to  2  per  cent., 
1  per  cent.,  and  even  lower.  Many,  however,  could  not  even 
decide  to  do  this  because  they  would  not  even  run  the  risk 
of  the  short  investments  in  view  of  their  duty  to  retain  their 
funds  in  an  absolutely  liquid  state ;  this  category  wished  to  keep 
the  money  hoarded  in  cash,  and  therefore  invariably  approached 
the  bank  of  issue  in  order  to  entrust  it  with  the  custody  of  their 
DJoney.  In  return  they  asked  that  their  account-current  should 
be  credited,  or,  what  is  more  customary  in  Holland,  they  asked 
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for  bank-notes.  The  bank-note,  which  is  intended  for  cireola- 
tion,  is  here  selected  to  perform  a  totally  different  function ;  it  has 
become  a  temporary  investment  in  spite  of  the  fact  that  it  bears 
no  interest,  simply  because  the  public  has  the  unshaken  con- 
viction that  they  can  always  recover  their  funds  on  demand  from 
the  bank  of  issue,  and,  moreover,  the  Bank's  acknowledgment  of 
debt,  incorporated  in  the. bank-notes,  is  accepted  in  payment  by 
everyone. 

A  fresh  phenomenon  has  therefore  appeared  dining  the  war ; 
less  and  less  credit  is  in  demand  from  the  bank  of  issue ;  its  dis- 
counts and  loans  are  reduced  to  unprecedented  figures ;  the  public 
commences,  on  the  contrary,  to  give  the  Bank  a  credit  it  did  not 
ask  for,  but  which  it  must  be  open  to  receive  as  the  central  insti- 
tution enjoying  the  confidence  of  all  and  sundry.  The  Bank 
becomes  the  great  keeper  of  the  reserves  which  the  public  is 
forced  to  lay  aside  for  the  time  being,  under  the  obligation,  how- 
ever, to  place  it  at  the  disposal  of  the  lenders  at  a  moment's 
notice. 

The  Management  of  the  Bank  must  keep  fully  alive  to  this 
peculiarity.  In  such  an  event  the  issue  of  bank-notes  does  not 
cause  inflation,  because  they  are  not  intended  by  the  hoarder 
to  serve  as  a  circulating  medium ;  they  are,  as  it-  were,  a  receipt 
for  funds  temporarily  placed  in  the  custody  of  the  Bank ;  in  other 
words,  a  deposit  receipt.  Two  facts  confirm  this  view :  in  the 
first  place,  the  fact  that  the  percentage  of  the  larger  denominar 
tions  of  bank-notes  issued  have  run  parallel  with  the  total  increase 
of  the  bank-notes  in  circulation,  and  in  the  second  place,  the  fact 
that  the  bank-notes  when  they  are  returned  to  the  Bank  are 
found  to  be  in  such  a  clean  condition  that  they  have  obviously 
not  passed  through  many  hands. 

Neither  can  the  accumulation  of  funds  in  the  possession  of  the 
bank  of  issue  be  called  inflation,  because  the  Bank  does  not  use 
these  funds ;  it  only  stores  them  for  others. 

The  bank  of  issue  must  adapt  itself  to  this  new  task  and 
guard  against  measures  which  may  be  very  detrimental  to  the 
interests  of  the  community  in  general.  The  Bank  must  not 
refuse  to  be  and  remain  the  general  reservoir  for  the  whole 
country,  and  must  therefore  continue  to  accept  gold,  provided  w 
serves  as  payment  for  genuine  transactions  effected  with  fore^ 
countries  and  provided  such  transactions  are  not  hostile  to  the 
interests  of  the  country  itself.  But  then  the  Bank  must  also  pay 
the  full  price  for  the  gold  unless  it  is  proved  that  gold  has  depre- 
ciated in  value.    This  fact  must,  however,  be  absolutely  incon- 
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trovertible,  and  is  this  the  case  with  gold  at  the  present  moment? 
Let  US  also  look  briefly  into  this  point. 

From  various  quarters  one  hears  it  stated  that  gold  has  depre- 
ciated in  value  because  the  prices  of  goods  have  risen  to  such  an 
extent  and  so  much  fresh  capital  has  been  formed  by  the  war, 
which  is  shown,  inter  alia,  by  the  great  increase  of  circulating 
media  in  all  countries,  that  consequently  the  purchasing  power  of 
gold  has  diminished,  hence  the  value  of  gold  has  depreciated.  This 
leads  to  proposals  to  pay  a  lower  price  in  the  money  of  the  country, 
when  the  bank  of  issue  purchases  gold,  a  thing  which  has  actually 
been  done  in  several  countries.  We  are  here  on  very  difficult 
ground,  more  particularly  because  the  discussion  of  the  subject  is 
farther  confused  by  those  persons  who  wish  to  explain  all  the 
phenomena  of  the  present  day  by  means  of  former  theories  upon 
the  origin  of  crises. 

We  have  here  apparently  ample  opportunity  for  confusion  of 
ideas.  The  shock  of  this  world-war  has  been  so  colossal  that  one 
must  not  pore  over  theories  of  former  crises  with  which  the 
present  situation  offers  scarcely  any  points  of  resemblance.  It 
will  be  wiser  to  look  upon  the  war  conditions  as  separate  pheno- 
mena without  reference  to  conclusions  formerly  arrived  at. 

If  we  do  this  we  shall  at  once  observe  that  at  the  outbreak 
of  the  war  the  price  of  many  commodities  rapidly  increased ;  both 
foodstuffs  and  raw  materials  for  industries,  rates  of  exchange, 
shipping  freights,  and  insurance  premiums  ran  up.    The  prices 
of  a  large  number  of  goods  still  continue  to  rise,  while  in  other 
cases  they  fall  from  one  extreme  to  the  other.     This  was,  for 
instance,  the  case  with  various  rates  of  exchange.     England  at 
the  outbreak  of  the  war  had,  as  usual,  many   claims   at   short 
notice  outstanding  on  foreign  countries;  when  England  suddenly 
demanded  payment  the  rates  of  exchange  in  all  countries  natur- 
ally rose  considerably  in  favour  of  England,  and  gold  flowed  to 
England  from  all  sides ;  and  if  gold  were  not  available  to  liquidate 
the  balance,  the  rates  of  exchange  on  England  rose  in  an  alarm- 
ing fashion.     Admiration  at  the  extraordinary  power  of  England 
in  having  at  a  given  moment  the  whole  world  as  her  det)ior  was> 
at  the  time,  heard  on  all  sides.     I  shall  say  nothing  to  the  detri- 
ment of  the  financial  power  of  England  and  of  her  financial 
(xganisation  as  a  world-market  for  money  and  bill  traffic,  for 
which  I  have  great  admiration,  but  nevertheless  this  exultation 
at  the  beginning  of  the  war  seemed  to  me  to  be  premature.    The 
sudden  recall  of  obligations  at  short  notice  immediately  brought 
aboot  the  rise  in  the  rates  of  exchange  in  favour  of  England,  and 
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for  the  moment  this  undoubtedly  lent  great  strength.  When, 
however,  claims  at  short  notice  were  paid,  England  was  faced 
with  the  same  problems  as  the  other  belligerent  countries,  who 
were  forced  to  increase  their  imports  and  restrict  their  exports. 
This  has  apparently  taken  England  by  surprise,  for  later  on  the 
rates  of  exchange  in  neutral  countries  fell  to  such  a  serious  extent 
against  England  that  extensive  measures  were  necessary  to 
counteract  this  evil.  England  could  then  give  a  fresh  proof  of 
her  inner  financial  resources  and  of  her  powers  of  financial  organ- 
isation; nevertheless,  even  after  this  organisation,  the  rates  in 
neutral  countries  remained  considerably  below  the  normal  figures, 
although  it  must  be  added  that  the  cost  of  the  shipment  of  gold 
and  of  insurances  had  become  so  high  that  one  could  be  justified 
in  saying  that  the  gold  points  had  been  moved  considerably  above 
and  below  the  usual  figures. 

Did  any  one  in  England  at  the  beginning  of  the  war  even 
suggest  that  during  that  period  gold  had  depreciated  with  regard 
to  England?  The  rdles  are  now  reversed ;  the  neutral  States  who 
at  first  were  at  a  disagio  vis-d-vis  of  England,  later  on  saw  their 
rates  of  exchange  running  up  to  the  disadvantage  of  England,  and 
particularly  to  the  disadvantage  of  other  countries.  In  all  coun- 
tries the  circulating  medium  increased  to  an  extraordinary  degree, 
the  same  phenomenon,  that  is  to  say,  as  we  have  observed  in  the 
Netherlands.  Has  the  circulating  medium  increased  owing  to 
an  increase  of  capital?  Has  the  increase  of  fiduciary  money  sent 
up  prices  to  such  an  extent?  I  do  not  think  so.  The  prices 
rose  immediately  after  the  commencement  of  the  war,  when  the 
increase  of  fiduciary  media  had  not  yet  assumed  such  large  pro- 
portions; the  prices  of  merchandise  were  enhanced  because  the 
demand  suddenly  augmented,  both  because  so  much  more  was 
consumed  and  because  many  dealers  were  induced  to  accumulate 
stocks  as  a  precautionary  measure  in  cases  where  they  would  not 
have  thought  of  doing  so  before  the  war,  while  abnormal  prices 
were  also  being  paid  during  the  war. 

The  scarcity  of  certain  classes  of  goods  has  increased  still 
further  during  the  war,  not  only  because  consumption  has  greatly 
increased,  but  also  because  destruction  on  a  large  scale  was 
taking  place  with  a  simultaneous  cessation  of  production,  which 
had  been  regularly  going  on  before.  The  North  of  France  and 
Belgium,  which  in  ordinary  circumstances  are  among  the  most 
industrious  parts  of  the  world,  were  practically  prevented  from 
producing.  Bussia  could  scarcely  export  anything  at  all,  and  in 
all  belligerent  countries  human  labour  is  being  squandered  in  a 
prodigal  fashion;  millions  of  hands  are  withdrawn   from  other 
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labour  for  the  makmg  of  nmnitions,  and  whole  fleets  of  ships  with 
Talnable  cargoes  have  been  sunk.  The  prices  of  necessary  articles 
were  therefore  forced  upwards,  whereas  on  the  other  hand  the 
prices  of  materials  which,  though  not  necessary  at  the  moment, 
are  at  other  times  most  useful,  have  not  been  much  raised,  such 
as,  for  instance,  bricks.  Side  by  side  with  this,  a  great  increase 
took  place  in  the  circulation  media,  because  circulation  media 
were  so  much  more  required  for  cash  payments  than  had  previ- 
ously been  the  case.  This  fact  is,  however,  entirely  independent 
of  other  factors,  and  has  in  my  opinion  had  but  little  influence 
on  the  increase  of  the  prices.  A  general  inflation  of  money  would 
have  raised  all  prices.  This  increase  of  fiduciary  funds  did  not, 
however,  arise  from  an  increase  or  an  accumulation  of  capital ; 
it  arose  during  a  period  in  which  the  destruction  of  capital 
assumed  more  monstrous  proportions  than  ever  before.  The  shift- 
ing of  capital  from  one  level  to  another,  by  means  of  which  a 
restricted  group  of  nouveaux  riches  dazzled  their  less  fortunate 
compatriots  with  their  extravagance,  must  not  lead  one  to  draw 
incorrect  conclusions. 

The  increase  of  fiduciary  circulating  media  arose  not  only  on 
account  of  the  enormous  demand  for  means  of  payment,  and,  in 
other  countries,  because  more  credit  was  granted  by  the  banks 
of  issue  to  the  Government  and  to  a  certain  group  of  citizens,  but 
also  because,  in  an  unheard-of  degree,  credit  was  given  by  the 
public  to  the  banks  of  issue.  There  have  been  numerous  in- 
stances in  other  countries  of  the  same  phenomenon  as  in  the 
Netherlands.  Is  it  not  characteristic,  for  instance,  that  the 
Grerman  Beichsbank,  shortly  before  the  payment  of  the  fifth  war 
loan,  possessed  an  unprecedented  maximum  of  deposits  exceed- 
ing six  milliard  Marks,  most  of  which  had  been  deposited  with  the 
Bank  by  private  parties  in  advance  in  order  to  pay  their  subscrip- 
tions to  the  war  loan?  Immediately  after  the  date  on  which  the 
loan  was  payable,  these  assets  were  reduced  by  about  three 
milliard  Marks.  Did  these  extra  three  milliard  Marks,  which  is 
more  than  the  total  of  the  Keicbsbank's  liabilities  before  the  war, 
signify  an  inflation  of  money,  or  were  they  not  rather  a  credit 
given  by  the  German  public  to  the  Eeichsbank  by  way  of  custody, 
and  drawn  from  the  funds  of  Provinces,  Municipalities,  manufac- 
turers, etc.,  etc.,  which  were  temporarily  withdrawn  from  their 
ordinary  functions?  Is  this  therefore  not  another  case  of  the 
same  accumulation  of  funds  being  withdrawn  from  their  proper 
Qse  which,  if  judged  rightly,  amounts  to  a  standstill  of  normal 
industry  and  to  an  economic  retrogression  of  the  country? 

But  if  then  the  prices  of  goods  have  risen  owing  to  other 
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causes  and  the  increase  of  fiduciary  media  in  itself  does  not  imply 
inflation,  why  should  one  conclude  that  the  value  of  gold  has 
depreciated  merely  on  the  ground  that  a  greater  sum  of  gold  is  at 
present  required  to  purchase  quantities  of  certain  kinds  of  goods, 
whereas,  on  t&e  contrary,  other  useful  goods  have  not  so  risen 
or  have  even  dropped  in  value  because  the  demand  has  tempor- 
arily diminished? 

A  bank  of  issue  should  show  the  way  to  all  others  in  the 
country.  Now  if  in  these  circumstances  a  bank  of  issue  were  to 
proclaim  that  gold  has  depreciated  and  that  it  could  consequently 
only  purchase  gold  at  a  lower  price,  it  would  assume  a  very  grave 
responsibility.  Such  a  step  must  not  be  based  on  a  hypothesis ; 
it  must  be  based  on  factors  which  are  established  as  firmly  as  a 
rock. 

There  is  another  reason  why  one  should  proceed  with  great 
caution  in  putting  forward  the  opinion  that  gold  has  depreciated 
in  value.  It  has  of  late  been  repeatedly  stated  that  crises  are 
created  both  by  an  excess  of  capital  and  by  a  shortage  of  capital. 
I  believe  that,  particularly  in  view  of  the  experience  acquired 
during  this  war,  it  is  of  far  greater  importance  to  pay  attention 
to  the  degree  and  the  manner  of  the  granting  of  credit.  The 
gravest  financial  crisis  of  the  war  occurred  in  most  countries 
during  the  first  weeks  of  the  war.  At  that  time  capital  had  not 
been  destroyed  to  any  great  extent,  and  yet  cries  for  moratoria  were 
heard  on  all  sides,  and  in  many  countries  a  moratorium  was  {»x>* 
claimed.  This  was  because  the  war  had  put  a  sudden  stop  to  inter- 
national money  traffic,  and  also  in  a  far  greater  degree,  because 
credit  had  everywhere  been  withdrawn.  This  was  done  by  the 
private  individual  who  withdrew  his  deposits  from  his  bankers, 
although  such  individual  could  not  even  use  the  money;  it  w^as 
done  by  the  banks  who  recalled  their  invested  moneys  and  would 
grant  no  further  credit ;  it  was  done  by  the  public  who  would  no 
longer  take  mortgage  or  debenture  bonds ;  and  it  was  done  by  a 
certain  portion  of  the  general  public,  who  seemed  even  to  have  lost 
confidence  in  the  bank-notes  of  the  banks  of  issue,  and  created  a 
run  on  those  banks  in  order  to  secure  minted  money.  All  these 
excesses  soon  came  to  an  end  when  the  first  war  panic  had  passed 
and  people  had  calmed  down.  It  was  the  psychology  of  the 
masses  which  had  urged  them  to  an  illogical  extreme. 

In  the  course  of  the  war  we  have,  however,  gradually  ap- 
proached another  extreme ;  a  new  phase  in  the  psychology  of  the 
masses  has  arisen,  viz.,  that  of  giving  in  trust  and  granting  of 
credit  to  an  unparalleled  extent.   This  was  partly  a  case  of  neeea* 
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sity,  thoagh  the  general  public  have  adapted  themselves  with 
extraordinary  facility  to  this  necessity.  In  the  space  of  a  few 
years  the  national  debt  has  been  multiplied  and  new  forms  of 
creating  fresh  credit  have  had  to  be  devised.  This  fresh  credit 
included  an  increase  both  in  the  circulation  of  the  notes  of  the 
banks  of  issue  and  in  the  credit  balances  deposited  with  those 
banks;  an  increase  of  bank-notes  both  where  the  banks  of  issue 
brought  them  into  circulation  in  return  for  the  gold  which  they 
thenceforward  wished  to  retain,  and  also  where  the  public  volun- 
tarily selected  such  notes  to  serve,  in  fact,  as  certificates  for  idle 
funds  deposited  with  the  banks,  as  I  have  already  described  above. 
But  particularly  the  machinery  of  creating  credit  has  during  the 
war  been  greatly  developed  everywhere,  and  it  is  precisely  because 
of  the  continuous  destruction  of  capital  that  not  only  the  art  of 
creating  but  also  of  maintaining  credit  will  have  to  be  more  and 
more  perfected.  The  whole  world  for  the  next  few  decades  will 
not  be  able  to  do  without  credit  in  a  far  greater  volume  than 
ever  befcnre.  Such  credits  must  naturally  be  based  on  claims 
upon  debtors,  who  can,  in  the  long  run,  be  relied  upon;  such 
credit  will  also  be  partially  based  on  goods  in  hand,  both  movables 
and  immovables,  or  on  goods  which  one  may  safely  assume  can 
be  eventually  produced.  Such  a  credit  must,  however,  in  the 
future  continue  to  rest  in  part  also  upon  the  value  of  precious 
metal,  and  this  is  particularly  the  case  with  credit  that  is  em- 
bodied in  the  bankruotes  of  the  banks  of  issue.  The  time  will 
obviously  come  when  the  holders  of  these  bank-notes  which  are 
circulating  in  so  much  larger  quantities  than  usual  will  wish  to 
use  these  in  claiming  services  from  other  individuals.  The  manu- 
facturers will  eventually  wish  to  convert  these  notes  into  raw 
materials  which  they  must  import  from  foreign  countries ;  agricul- 
ture will  have  to  purchase  fertilisers  abroad,  etc.  With  these 
bank-notes  they  will  want  to  purchase  drafts  (cheques)  on  foreign 
countries,  and  all  banks  of  issue  will  undoubtedly  be  prepared  in 
an  enhanced  degree  to  apply  the  theory  of  the  gold  exchange  and 
to  support  private  bankers  in  their  toreiga  bill  transactions  by 
creating  assets  abroad  in  good  time  by  means  of  a  foreign  bill 
portfolio  or  credit  balances  in  foreign  countries. 

It  is,  however,  precisely  when  after  the  war  this  foreign  bill 
^affic  is  briskly  developing  that  fresh  difficulties  will  arise  in  this 
respect,  either  from  feelings  of  enmity  which  may  be  temporarily 
prolonged,  or  because  there  will  suddenly  be  a  great  demand  for 
Uquid  claims  (cheques)  on  foreign  countries,  while  on  the  other 
hand  the  claims  on  that  foreign  country  may  be  embodied  for  the 
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greater  part  in  obligations  which  are  only  redeemable  aftw  a 
fairly  long  period  (treasury  bills  tar  one  or  more  years,  deben- 
tures, etc.).    In  whatever  form  it  may  appear  we  must  expect 
that  the  demand  for  means  of  payment  to  foreign  countries  will 
frequently  exceed  the  material  available  at  the  time.     Gold  will 
in  the  future,  however,  prove  to  be  of  incalculable  service  in  such 
cases.    Now  if  a  bank  of  issue  were  to  take  measures  to  make 
this  medium  of  payment,  which  is  really  a  highly  convenient  one, 
less  efficient  in  the  future  by  shaking  general  confidence  in  its 
value,  the  consequences  of  this  action  would  in  the  first  place  be 
very  grave  for  the  banks  of  issue  themselves.    If  the  banks  of 
issue  are  not  found  in  a  position  to  exchange  any  amount  of  their 
bank-notes  presented  for  exchange  into  liquid  claims  on  foreign 
countries,  how  can  they  then  expect  the  public  to  continue  to 
place  confidence  in  their  bank-notes?    One  can  undoubtedly  to 
a  certain  extent  ascribe   to    the    bank-note    the    character   of 
"charter"  or  "paper  money"  according  to  the  theory  of  Prof. 
Enapp,  but  this  is  only  the  case  in  so  far  as  such  bank-notes  are 
required    for    the    home    circulation.     If    these    requirements 
diminish,  then  the  bank  must  be  in  the  position  to  take  back  the 
whole  amount  in  excess  of  the  needs  of  circulation,  and  to  supply 
a  different  value  in  its  stead.      This    alternative    value   cannot 
always  take  the  form  of  a  decrease  of  the  holder's  debt  to  the 
bank,  for,  as  we  have  seen  in  the  case  of  the  Netherlands  Bank, 
the  investments  of  the  Bank  have  never  been    so    small     In 
these  circumstances  gold  will  be  indispensable,  and  if  the  Bank 
has  helped  to  depreciate  the  value  of  gold,  its  troubles  will  be 
endless. 

The  Netherlands  Bank  has  therefore  adhered  to  the  principle 
that  it  is  still  prepared  to  accept  any  amount  of  gold  at  its  full 
former  value.  It  is  true  that  the  price  of  the  gold  for  the  foreign 
seller  has  changed,  because  the  cost  of  transport,  insurance,  car- 
riage, etc.,  is  so  much  higher,  so  that  the  gold-points  for  import 
and  export  now  lie  much  further  apart  than  formerly.  Before  the 
war  the  gold  export-point  from  the  Netherlands  to  England  was 
about  /12'15,  and  the  gold  import-point  /1205.  Since  the  war 
these  prices  have  been  subject  to  constant  fluctuation,  and  the 
gold-points  have  even  reached  4  per  cent,  higher  and  lower,  *.^m 
/12'63  for  export  and  / 11-57  for  import.  The  gold  price  payable 
by  the  Bank  for  delivery  on  its  premises  at  Amsterdam  hfl^i 
however,  remained  constant.  It  is,  moreover,  the  firm  intention 
of  the  Bank  to  persevere  in  this  gold  policy  unless  such  new  situar 
tions  arise  internationally  in  this  field,  that  the  Bank  is  no  longer 
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able  to  pursue  this  policy.  Suppose,  for  instance,  that  England, 
Germany,  and  Austria  were  to  declare  that  gold  has  depreciated 
in  value,  then  the  so  much  less  important  Netherlands  Bank 
would  naturally  no  longer  be  able  to  maintain  its  standpoint. 
The  depreciation  of  gold  which  has  been  proclaimed  by  the  banks 
of  issue  in  Sweden,  Norway,  and  Denmark  has  not  up  to  the 
present  effected  any  change  in  the  views  of  the  Netherlands 
Bank. 

I  must,  however,  make  at  once  a  further  important  reser- 
vation. If  the  Netherlands  Bank  accepts  gold,  it  pays  for  it 
at  the  full  price ;  it  does  not,  however,  accept  absolutely  all  the 
gold  that  is  offered  to  it  for  sale.  Numerous  proposals  have  been 
made  by  foreign  countries,  either  to  send  gold  to  the  Bank  or  to 
deposit  gold  abroad  on  its  account,  in  which  the  transaction  was 
primarily  intended  to  serve  the  interests  of  the  foreign  country. 
In  all  such  cases  the  Bank  has  firmly  refused  to  entertain 
the  transaction,  and  has  therefore  declined  the  gold.  In 
order  to  prevent  the  Bank  so  far  as  possible  from  becoming  an 
indirect  tool  for  alien  interests,  it  has  insisted  upon  full  informa- 
tion being  furnished  concerning  every  transaction  respecting  the 
offer  of  gold  for  sale  to  the  Bank,  and  if  there  was  any  doubt 
whatsoever,  the  gold  was  invariably  rejected.  This,  however, 
does  not  affect  the  principle  of  the  Bank's  gold  policy,  which  has 
80  far  during  the  war  remained  unchanged. 

Animadversions  have  been  made  in  this  connection,  pointing 
to  the  fact  that,  since  the  Netherlands  Bank  refuses  gold  in 
certain  cases,  gold  has  no  longer  its  former  property  of  being 
employed  for  every  kind  of  transaction,  and  that  gold,  in  conse- 
quence of  the  loss  of  this  property,  has  therefore  depreciated  in 
value  as  far  as  the  Netherlands  is  concerned. 

This  argument  is,  in  my  opinion,  invalid.  Before  the  war  no 
one  would  have  dreamt  of  sending  such  large  sums  of  gold  to  the 
Netherlands  in  order  to  base  arbitrage  transactions  on  the  ship- 
ment. This  is  what  is  sought  at  present,  and  in  this  way 
attempts  are  made  to  press  upon  gold  a  new  property  which  it  did 
not  possess  in  international  traffic  before  the  war.  This  new 
and  extended  use  of  gold  is  not  accepted  by  the  Netherlands, 
because  this  country  will  not  allow  itself  to  be  forced  to  permit 
such  transactions  being  effected  through  its  territory.  It  is  the 
same  as  with  soldiers;  in  times  of  peace  a  foreign  soldier  may 
si^ely  remain  in  the  Netherlands,  while  if  a  soldier  of  one  of  the 
belligerent  countries  should  now  happen  to  cross  our  frontiers,  he 
is  immediately  interned.  In  the  same  way  we  now  refuse  gold 
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that  might,  for  instance,  be  used  for  war  purposes.  It  is  there- 
fore not  a  rejection  of  gold,  but  a  refusal  to  contribute  to  a  trans- 
action in  which  gold  is  only  used  as  an  instrument.  No  argu- 
ment in  favour  of  the  depreciation  of  gold  can  be  based  on  such 
refusal. 

This  gold  question  is  of  such  importance  that  I  propose  to 
relate  in  what  circumstances  gold  transactions  have  taken  place 
with  or  through  the  Netherlands. 

The  Netherlands  Bank  has  during  the  past  year  both  accepted 
gold  and  sold  it.  It  has  also  by  way  of  exception  accepted  gold 
outside  the  Netherlands,  viz.,  in  the  following  cases. 

The  Netherlands  currency,  except  during  the  early  part  of  the 
war,  and  subsequently  in  respect  of  certain  neutral  countries,  has 
been  at  a  considerable  premium  over  all  other  currencies.  This 
was  particularly  noticeable  with  regard  to  America.  It  was  at 
first  believed  that  a  considerable  amount  of  dollars  originating 
from  Germany  had  depressed  the  dollar  rate  in  the  Netherlands ; 
this  may  have  been  the  case  for  a  certain  length  of  time,  but  it 
is  my  opinion  that  the  influx  of  these  G-erman  dollars  has  been 
greatly  exaggerated.  It  is  a  remarkable  fact  that  on  the  other 
hand  the  dollar  has  accompanied  the  sterling  rate  fairly  closely ; 
when  the  £  stood  at  its  lowest  in  the  Netherlands,  the  dollar  also 
dropped  considerably,  and  vice  versd,  the  dollar  in  the  Nether- 
lands stood  above  the  gold-point  when  the  £  was  still  high,  and 
during  this  time  the  unimpeded  influx  of  dollars  from  Germany 
had  no  noticeable  influence  on  these  high  dollar  rates.  Later  on 
this  trade  in  German  dollars  in  the  Netherlands  ceased  entirely 
when  England  objected  to  its  cables  being  used  for  transactions 
in  German  dollars.  Nevertheless,  after  this  date  the  dollar 
remained  several  per  cent,  below  the  gold-point,  and  it  has  only 
recently  run  up  to  about  /2*45,  whereas  the  former  gold  import- 
point  was  /2*47J. 

This  low  rate  for  the  dollar  (the  lowest  was  /  218  on  January 
6th,  1916)  created  difficulties  on  two  sides.  Many  Dutch  con- 
cerns had  claims  outstanding  in  America;  commodities  such  as 
diamonds  and  bulbs,  for  instance,  are  sold  at  long  periods  of 
credit.  It  was  therrfore  impossible  for  Dutch  creditors  to  cash 
these  dollars  at  such  low  rates  when  they  became  due.  The  trade 
in  these  commodities  was  therefore  threatened  with  an  absolute 
standstill.  It  is  well  known  that  many  workers  earn  their  bread 
in  these  branches  of  industry;  their  number  runs  into  many 
thousands.  A  national  interest  was  at  stake,  and  it  was  an 
imperative  duty  to  keep  these  branches  of  industry  going. 
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This  is  why  the  Netherlands  Bank  has  been  prepared  to  take 
over  these  balances,  whatever  figure  the  dollar  rate  might 
drop  to,  at  the  fixed  price  of  /2*42,  provided  it  was  proved  to 
the  satisfaction  of  the  Bank  that  these  dollar  balances  had 
originated  during  the  period  preceding  the  fall  in  the  dollar  rate, 
and  provided  these  dollar  balances  were  deposited  for  the  account 
of  the  Bank  in  America  in  the  custody  of  one  of  the  representa- 
tives of  the  Bank,  in  gold  coin  of  the  United  States.  From  the 
price  of  /2*42,  as  compared  with  a  parity  of  about  /  2*47 J  one 
must  not  conclude  that  the  Netherlands  Bank  considered  the 
value  of  the  gold  as  having  depreciated.  This  price  was  being 
paid  by  the  Bank  for  gold  lying  in  America,  so  that  the  Bank 
took  the  eventual  cost  of  shipment  and  insurance  to  the  Nether- 
lands for  its  account  and  risk,  and,  in  the  interval,  the  cost  of 
storage  in  America  for  perhaps  a  considerable  period. 

The  Bank  also  accepted  gold  in  America  for  another  category 
of  claims.  The  Netherlands  for  long  times  past  has  possessed 
large  interests  in  American  concerns,  particularly  American  rail- 
ways and  also  a  number  of  industrial  companies,  such  as,  for 
instance,  the  Steel  Trust  and  Marine  Trust.  A  type  of  institu- 
tion which  is  typical  of  the  Netherlands  is  the  so-called  Adminis- 
tration Office  for  American  shares,  which  originated  from  the 
desire  to  remove  the  difficulties  involved  in  cashing  the  dividends, 
and  in  the  transfer  of  the  original  share  certificates  which,  in 
America,  are  always  registered.  Several  of  these  administra- 
tion offices  also  arose  in  a  period  of  reorganisations,  when  the 
shareholders  were  called  upon  to  deposit  their  shares  with  protec- 
tive committees ;  these  committees  later  on  were  incorporated  into 
separate  legal  bodies  which  continued  to  exist  after  lihe  conclusion 
of  the  reorganisation,  in  order  to  look  after  the  interests  of  the 
sWeholders.  These  administration  offices  cause  the  original 
shares  to  be  transferred  to  their  name  and  issue  in  return  Dutch 
certificates,  with  dividend  or  coupon  warrants  attached  like  an 
ordinary  bond.  It  of  course  follows  that  these  Dutch  certificates 
are  only  held  by  Netherlanders  and  are  only  negotiable  in  the 
Netherlands.  Although  the  American  companies  paid  their  divi- 
dends regularly,  the  Netherlanders  either  could  not  receive  such 
dividends  owing  to  the  obstructions  in  the  postal  traffic  and  bill 
market,  or  could  only  cash  them  at  dollar  rates  which  meant  a 
9OT0US  loss.  A  very  large  amount  of  securities  in  the  Nether- 
lands, most  of  them  held  by  very  sound  holders,  threatened  to 
become  unnegotiable,  or  depreciated  by  causes  .which  had  no  con- 
nection whatever  with  the  soundness  of  the  investment.     The 

N  2 


Digitized  by 


3(oogle 


178 


THB  BOOKOiaO  JOURNikL. 


[juke 


Netherlands  Bapnk  considered  it  to  be  a  national  interest  to  place 
its  shoulders  under  these  claims,  and  announced  that  it  was  pre- 
pared to  take  over  these  dividend  claims  in  dollars,  provided  the 
administration  offices  could  assure  the  Bank  that  the  parties 
entitled  to  the  dividends  were  of  Netherlands  nationality.  In 
return  for  the  payment  of  eagles  in  New  York  the  Bank  paid 
these  claims  to  the  administration  offices  at  the  same  figure  of 

The  Netherlands  Bank,  however,  has  also  sold  gold  during  the 
war.  When  in  the  early  days  of  the  war  the  rates  of  exchange 
on  England  and  America  rose  above  the  gold-point,  the  Bank 
remitted  gold  to  both  these  countries.  This  has  been  recorded 
before,  so  that  I  need  only  note  the  fact  here.  The  Bank  could, 
of  course,  only  make  these  remittances  of  gold  for  certain  very 
specifically  Dutch  interests,  otherwise  international  arbitrage 
would  immediately  have  taken  advantage  of  such  an  opportunity, 
and  it  was  the  duty  of  the  Netherlands  Bank  to  hold  itself  aloof 
from  such  transactions. 

In  the  Scandinavian  countries,  however,  a  very  remarkable 
incident  occurred  in  this  respect  in  the  spring  of  1916.  While 
the  Scandinavian  currencies  had  been  for  a  long  time  previously 
at  a  discount  t?«-d-t?w  the  Netherlands,  a  premium  suddenly 
supervened  in  the  spring  of  1916,  particularly  in  Sweden.  This 
was  chiefly  due  to  the  fact  that  English  and  German  currency 
was  at  an  even  greater  discount  in  Sweden  than  that  of  the  Nether- 
lands. When  cheques  from  the  Netherlands  to  Sweden  could 
no  longer  be  obtained  in  sufficient  amounts,  the  Swedish  rate  (of 
which  the  parity  is  /  66*67  per  100  Kroner)  ran  up  to  69— and 
higher,  which  is  higher  than  the  cost  of  remittance  of  gold  to 
Sweden  in  present  circumstances,  and  the  Dutch  trading 
public  applied  to  the  bank  of  issue  for  help.  The  Netherlands 
Bank  immediately  granted  its  support,  true  to  its  principle  of 
maintaining  foreign  exchanges  as  much  as  possible  in  these  times 
for  genuine  national  conunercial  interests.  No  difficulty  was 
experienced  in  obtaining  from  the  Government  an  exemption 
.  from  the  gold  export  prohibition.  The  bank  remitted  in  the  first 
instance  a  certain  amount  of  Scandinavian  gold  crowns  which  it 
still  had  in  stock ;  this  amount,  however,  not  proving  sufficient, 
the  Bank  was  forced  to  send  foreign  gold,  but  found  that  this  gold 
was  only  accepted  by  the  consignees  at  a  discount,  at  first  of 
8  per  cent.,  which  later  on  was  increased  to  5  per  cent.  It  was 
highly  disadvantageous  to  Dutch  buyers  that  such  a  heavy  tax 
should  be  imposed  without  warning  o^  the  payment  of  contracts 
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which  had  previously  been  made  in  good  faith,  in  the  first  place 
because  of  the  shifting  of  the  gold-point  as  a  result  of  the  higher 
cost  of  transmission — ^which  nobody  could  help — but  over  and 
above  this  by  a  declaration  of  one  of  the  parties  that  gold  would 
only  be  taken  at  a  much  reduced  price.    This,  however,  was  not 
the  greatest  difficulty ;  it  was  much  more  difficult  when  Sweden 
began  to  refuse  to  accept  gold.     The  Netherlands  Bank  had  col- 
lected information  as  to  how  much  Dutch  trade  and  industry 
would  have  to  pay  in  the  immediate  future,  granted  its  co-opera- 
tion for  the  full  amount  of  the  obligations,  and  had  applied  to 
Sweden  for  permission  to  send  this  amount  in  gold.    Sweden  only 
gave  permission  for  about  50  per  cent,  of  this  amount  to  be 
remitted,  so  that  the  Bank  was  obliged  to  inform  the  Dutch  trade 
that  it  could  only  pay  about  half  of  its  obligations.     The  Bank 
then  invited  private  bankers  in  the  Netherlands   to   apply    for 
(Tedits  from  the  Swedish  banks  against  which  cheques  could  be 
drawn;  the  majority  of  the  Swedish  banks,  however,  declined 
to  do  so,    because  they  were  not  equipped  for  the  business  of 
acceptance  credits ;  some  others  imposed  such  onerous  conditions 
in  the  way  of  interest  or  commission  and  security,  which  might 
only  consist  of  Swedish  bonds,  purchased  in  the  country  itself, 
even  this  being  only  permitted  to  such  inadequate  amounts  that 
all  attempts  in  this  direction  had  to  be  given  up.    The  neutral 
state  of  the  Netherlands  was  therefore  placed  in  so  extraordinary 
a  position  with  regard  to  another  neutral  State,  Sweden,  that 
not  one  of  the  knovm  means  of  payment  in  hiodem  commercial 
traffic  at  anything  like  a  reasonable  relation  to  the  coin  parity 
could  be  employed,  simply  because  Sweden  no  longer  admitted 
this  means.     Later  on  we  heard  that  the  reason  was  that  the 
depreciation  of  gold  had  been  proclaimed  in  Sweden  on  grounds 
with  which,  however,  we  did  not  agree,  and  that  the  consequent 
refusal  to  accept  the  entire  amount  of  gold  offered,  even  at  the 
i  depreciated  price,  was  based  on  the  desire  to  force  other  countries 

to  send  goods  to  Sweden  with  which  to  liquidate  the  balances  of 
payment,  instead  of  gold.  This  demand,  however,  was  most 
unreasonable  as  against  Holland,  for  Holland  had  no  goods 
which  wejre  available  for  export  to  Sweden,  and  vrith  the  best  of 
intentions  we  could  not  meet  their  wishes-in  the  matter.  Further- 
iQoce,  the  Swedish  shippers  had  sold  their  goods  to  Holland 
without  any  restriction  whatsoever  in  this  respect ;  the  settlement 
of  the  transactions  was  therefore  prevented  by  Sweden  on  the 
ground  of  a  theoretical  desire  of  which  the  fulfilment  by  the 
Netherlands  was  impossible  in  practice !     Owing  to  these  diffi- 
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culties,  cheques  on  Sweden  had  in  the  meantime  risen  to  75— 
which  is  a  premium  of  about  15  per  cent.,  and  the  Netherlands 
Bank  being  absolutely  powerless  to  do  anything  to  alleviate  the 
situation,  trade  with  Sweden  threatened  to  come  to  a  stop 
altogether. 

A  solution  was,  however,  soon  found  in  a  manner  with  which 
the  Netherlands  had  nothing  to  do.  Shortly  afterwards  it  ap- 
peared that  a  financial  arrangement  had  been  come  to  between 
England  and  Sweden,  for  the  rate  of  exchange  from  England  to 
Sweden  rose  unexpectedly  so  much  that  it  was  again  possible 
to  make  arbitrage  transactions  vid  England  at  a  figure  not  much 
above  and  very  shortly  after  even  below  the  gold-point  of  the 
day ;  the  Netherlands  then  promptly  paid  their  debts  to  Sweden 
vid  London. 

There  was  something  unsatisfactory  in  the  entire  course  of 
the  negotiation.  That  belligerent  States  should  cut  each  other 
off  from  financial  traffic  is  a  disagreeable  consequence  of  their 
respective  inimical  attitude,  but  that  traffic  in  money  should  be 
cut  off  between  two  neutral  countries  who  are  mutually  on  the 
best  of  terms,  purely  on  grounds  of  which  the  correctness 
is  quite  open  to  attack,  forces  one  to  meditation.  The  general 
confusion  has  thereby  been  made  greater  than  was  really 
necessary. 

The  Netherlands  to  a  certain  extent  found  themselves  simul- 
taneously in  the  same  position  with  respect  to  America.  America 
had,  as  in  former  years,  purchased  tobacco  in  the  Netherlands 
and  also  wished  to  pay  for  it.  The  guilder,  however,  was  at  a 
premium  over  the  dollar,  and  this  premium  was  considerably 
greater  than  the  present  cost  of  remittance  of  gold.  The 
Americans  on  their  side  did  not  wish  to  submit  to  this  premium, 
which  from  their  point  of  view  was  quite  justified.  They  did  not 
wish  to  admit  that,  while  there  was  abundance  of  money  and  of 
gold  in  America,  and  while  American  currency  was  at  a  premium 
over  the  whole  of  the  rest  of  the  world,  the  dollar  was  neverthe- 
less depreciated  with  regard  to  little  Holland.  Consequently  they 
at  first  declared  that  they  would  not  give  more  dollars  for  the 
guilder  than  formerly,  and  in  this  event  the  unfavourable  rate 
would  have  been  at  the  expense  of  the  Dutch  shippers  who  had 
sold  in  guilders  and  who  naturally  were  not  inclined  to  accept 
this  position.  The  Americans  then  proposed  that  they  should 
deposit  dollars  in  America  on  behalf  of  the  Netherlands  Bank,  m 
the  form  of  gold  if  desired.  As,  however,  we  had  to  do  with  an 
obligation  to  pay  by  America,  and  it  was  at  the  bottom  a  purely 
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American  interest,  the  Netherlands  Bank  could  not  entertain  the 
proposal.  America  then  offered  to  remit  gold  to  the  Netherlands, 
which  would  naturally  have  found  its  way  to  the  Netherlands 
Bank.  The  Netherlands  Bank  then  declared  that  it  did  not  care 
to  accept  this  gold  as  it  already  had  such  a  large  stock.  If  the 
Netherlands  Bank  in  these  circumstances  had  simply  refused  this 
gold,  then  America  could  in  the  end  have  been  placed  in  the  same 
position  with  regard  to  Holland  as  Holland  had,  to  its  great 
inconvenience,  been  placed  with  regard  to  Sweden.  The  Bank 
therefore  considered  that  it  should  not  assume  such  an  attitude, 
and  consequently  conferred  with  various  Netherlands  bankers 
and  proposed  to  them  that  they  should  give  acceptance  credits  to 
America,  against  which  could  be  drawn  in  guilders  every  three 
months,  and  the  Bank  announced  beforehand  that  it  would  be 
prepared  to  discount  such  bills  provided  it  were  certain  that  the 
bills  would  serve  to  pay  for  purchased  tobacco,  and  that  they  were 
not  clandestine  war  credits,  skilfully  engineered  by  this  means 
by  middlemen.  When  such  bills  became  due,  they  could  be 
repeatedly  extended  if  the  rate  of  exchange  had  not  yet  returned 
to  its  normal  figure.  The  bills  are  now  reported  beforehand  by 
the  various  bankers  to  the  Bank,  and  they  are  a  much-desired 
I  investment  in  the  local  discount  market,  because  the  broker, 
when  giving  it  in  private  discount,  can  assure  the  discounter  that 
.  the  Bank  will  readily  discount  them  if  necessary.    Owing  to  the 

;  abundance  of  liquid  funds  of  the  banks,  scarcely  any  of  these  bills 

have  so  far  been  brought  to  the  Bank.    The  announcement  that 
I  the  Bank  was  prepared  to  co-operate  in  this  arrangement  has 

■  placed  this  means  of  payment  at  the  entire  disposal  of  America. 

For  the  Netherlands  bill  market  the  arrangement  is,  moreover, 
highly  to  be  recommended,  because  the  acceptance  credit,  pro- 
vided the  bills  are  well  secured,  is  thereby  developed  as  a  sound 
branch  of  trade  for  the  private  banks  and  because  the  bill  material 
I  is  augmented  with  genuine  trade  bills.    If  this  acceptance  credit 

I  ooold  not  have  been  arranged,  the  Bank  would,  as    a   second 

j  T€8oarce,  have  announced  that  it  was  prepared  to  accept  gold  in 

I  the  Netherlands  at  the  full  price  in  payment  of  these  trans- 

I  actions. 

I  There   were,  however,  other  circumstances  which  impeded 

gold  remittances,  for  England  placed  many  obstacles  in  the  way 
of  gold  shipments  fearing  that  this  gold  or  its  counter  value  might 
find  its  way  to  an  enemy  country,  a  fear  which  was  entirely 
unfounded  because  of  the  precautionary  measures  taken  by  the 
Netherlands  Bank  to  ascertain,  on  presentation  of  any  quantity  of 
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gold,  the  origin  of  the  transaction.  In  spite  of  all  these  obstacles 
the  money  traffic  between  America  and  the  Netherlands,  and 
particularly  from  America  to  Holland,  has  remained  open.  The 
rise  in  the  sterling  rate  and  also  in  the  dollar  rate  which  occurred 
later  as  a  result  of  the  rise  of  £  sterling,  because  the  dollar  wag 
being  maintained  in  London  at  the  fixed  rate  of  about  4'76,  also 
facilitated  settlements  by  way  of  arbitrage. 

It  will  be  seen  that  the  gold  question  has  played  an  important 
part  in  the  history  of  the  Netherlands  Bank  during  the  past  year. 
It  was,  however,  not  only  the  question  of  payment  in  gold  or 
otherwise  which  increased  the  duties  of  the  Bank.  I  have 
already  explained  above  that  the  Netherlands  cannot  exist  with- 
out exporting.  A  typical  example  of  an  industry  which  cannot 
continue  unless  the  export  is  permitted  is  the  breeding  of  cattle 
and  pigs.  The  cattlefoods  are  for  the  greater  part  imported  from 
foreign  countries  and  have  increased  so  enormously  in  cost  that 
the  farmer  could  not  continue  to  feed  his  pigs  and  other  cattle 
unless  he  was  able  to  pay  the  cost  of  such  food  from  the  profits 
made  by  exporting  young  animals.  As  various  countries  round 
about  us  required  these  animals,  the  export  of  cattle  was 
repeatedly  permitted  by  the  Government  after  those  foreign 
countries  had  been  consulted  on  the  question.  The  exports,  how- 
ever, still  exceeded  the  imports,  or,  at  any  rate,  the  latter  were 
not  able  to  stop  the  great  fall  in  the  rates  of  exchange.  The  pay- 
ment by  foreign  countries  to  the  Netherlands  was  therefore 
accompanied  with  great  difficulties  in  spite  of  international  agree- 
ments as  to  imports  and  exports.  Urgent  requests  were  conse- 
quently made  by  all  countries  about  us  to  come  to  an  arrangement 
not  to  pay  cash  for  these  exports,  but  that  they  should  be  liqui- 
dated by  means  of  bills,  Gk)vemment  notes  and  similar  paper,  in 
most  cases  reinforced  by  special  guarantees  from  foreign  banks. 
The  guarantee  of  banks  for  foreign  paper  was  not  asked  for 
because  the  security  of  the  State  paper  was  not  recognised,  but 
because  in  these  times  of  war  it  is  very  difficult  to  enter  into  a 
transaction  exclusively  with  a  foreign  State.  In  the  first  place, 
one  wished  to  avoid  doing  business  direct  with  a  belligerent  State, 
whereas  transactions  with  foreign  bankers  would  rather  be  a  con- 
tinuation of  former  connections.  And,  further,  a  foreign  State 
with  its  sovereign  rights  as  State,  might  be  able  or  obliged,  at  a 
later  date,  to  impose  new  conditions  upon  its  creditors  which,  if 
they  had  been  known  from  the  first,  would  have  rendered  the 
transactions  impossible.  It  is  clear  that  by  means  of  the  guar- 
antee or  joint  signature  of  banks  in  the  foreign  country  one 
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possessed  all  the  guarantees  which  according  to  common  law 
ensue  from  mutual  agreements  between  private  parties. 

Various  arrangements  therefore  bad  to  be  made  in  order  to 
convert  the  credits  embodied  in  the  foreign  bills,  State  bonds,  or 
other  advances  against  security  of  stocks,  into  ready  money  in  the 
Netherlands  in  order  to  be  able  to  pay  the  suppliers  of  the 
exported  goods  in  cash.  The  suppliers  were  in  by  far  the  greater 
part  farmers  or  small  market  gardeners  who  were  not  in  a  position 
to  accept  credit  paper  in  payment  of  their  supplies.  The  large 
banks  and  banker^  in  this  country  therefore  undertook  the  financ- 
ing of  this  credit  paper,  generally  in  mutual  co-operation.  They 
could  not  have  done  this,  however,  if  they  had  not  had  behind 
them  the  bank  of  issue.  The  Netherlands  Bank  was  therefore, 
though  not  directly,  involved  in  all  important  credits  to  foreign 
countries,  and  many  an  ingenious  legal  construction  had  to  be 
devised  to  render  feasible  the  assistance  of  the  bank  of  issue  in 
respect  of  such  foreign  credits.  According  to  all  these  arrange- 
ments the  Bank  was  not  only  prepared  to  take  up  into  its  portfolio 
these  bills,  with  the  additional  signature  of  Dutch  bankers,  but 
it  also  tried  to  facilitate  the  placing  of  such  bills,  etc.,  on  the  open 
market  by  announcing  that  it  was  prepared  to  accept  such  paper 
in  discount  or  as  security  against  advances  on  certain  conditions 
from  every  Dutch  holder  with  whom  the  Bank  could  properly  do 
business. 

The  bank  of  issue  consequently  also  became  the  central  insti* 
totion  of  the  entire  country  in  this  new  direction.  Without  its 
support  these  arrangements  could  not  have  been  brought  about, 
thoogh  the  Bank  only  rendered  assistance  in  cases  where  a 
national  Netherlands  interest  was  at  stake. 

Many  and  various  are  the  transactions  which  were  brought 
about  in  this  manner  in  order  to  finance  the  products  of  both  the 
home  country  and  the  Colonies.  The  difficulty  of  the  rates  of 
exchange  was  solved  by  fixing  the  value  of  these  bills.  State 
bonds,  or  adva^nces  against  securities,  in  Dutch  florins  or  in 
foreign  currencies  at  a  guaranteed  rate  ii^  Dutch  florins  which 
pnctically  corresponded  with  the  former  bill  parity. 

The  periods  of  such  credits  were  always  fairly  short,  and  only 
ran  for  one  or,  at  the  utmost,  a  couple  of  years,  in  the  hope  tbi^t 
when  they  fell  due  the  rate  of  exchange  on  Holland  would  have 
teBumed  more  normal  proportions. 

In  some  cases  the  foreign  country  desired  to  reserve  the  right 
to  meet  at  some  future  date  these  obligations  in  Dutch  florins,  by 
the  payment  of  gold ;  the  Netherlands  Bank  declared  that  it  was 
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in  principle  prepared  to  accept  it  on  condition  that  the  bank  of 
issue  in  the  other  country  was  at  that  time  still  prepared  to  accept 
gold  in  settlement  of  international  payments.  The  example  of 
the  Scandinavian  Banks  in  refusing  for  a  time  to  accept  any  more 
gold  was  the  reason  for  both  sides  taking  this  precaution.  The 
Netherlands  Bank  believes  that  by  acting  thus  it  has  in  the 
public  interest  helped  to  restore  as  soon  as  possible  the  stability 
of  international  values. 

In  a  similar  way,  the  Netherlands  Bank  has  assisted  to 
liquidate  old  balances  in  &  sterling  in  Dutch  hands  after  the  great 
fall  of  the  &  sterling  rate  in  the  Netherlands.  On  January  6th, 
1916,  the  rate  had  even  dropped  to  /  10'39J  as  against  a  normal 
parity  of  /12'107.  As  has  been  explained  above  in  the  case  of 
America,  this  drop  in  the  English  rates  threatened  to  lead  to 
great  difficulties ;  there  were  many  concerns  which  gradually  found 
their  whole  capital  and  even  more  being  held  fast  in  sterling 
balances,  which  they  could  not  realise  without  very  great  loss. 
The  strawboard  factories  in  the  north  of  Holland,  for  instance, 
must  turn  over  their  capital  several  times  in  the  course  of  a  year. 
They  exporl  chiefly  to  England  oq  contracts  which  in  most  cases 
had  been  made  long  before  the  outbreak  of  war,  and  the  delivery 
was  naturally  effected  at  a  price  in  pounds  sterling.  These 
factories  would  eventually  have  been  forced  to  shut  down  if  a 
solution  had  not  been  found  to  counteract  the  disadvantage  of  the 
drop  in  the  rate  of  exchange. 

The  sugar  crop  from  the  Netherlands  East  Indies  is,  as  a  rule, 
largely  financed  by  means  of  acceptances  on  London.  All  banks 
established  in  the  Netherlands  East  Indies  take  up  large  amounts 
of  such  sugar  bills  on  London  as  their  regular  trade.  When  these 
bills  fell  due  these  banks  possessed  large  sums  to  their  credit  in 
London,  which  they  naturally  could  not  realise  at  a  loss  of  10  per 
cent,  to  14  per  cent,  caused  by  the  fall  in  the  sterling  rate.  For  a 
number  of  institutions  who  were  holders  of  an  amount  of  these 
sugar  bills  which  could  not  be  considered  excessive,  this  would 
have  meant  the  loss  of  their  entire  reserve  fund,  simply  owing  to 
loss  on  the  rates  of  exchange.  There  were  therefore  large  Dutch 
and  Dutch  East  Indian  interests  involved  which  necessitated  a 
solution  for  these  difficulties  being  found.  For  the  space  of  several 
months  a  solution  to  this  problem  which  would  be  acceptable  ^^ 
all  parties  was  sought  for,  and  it  was  eventually  found  as  follows : 
England  was  to  pay  a  certain  proportion  of  these  balances  in  goW, 
which  the  Netherlands  Bank  would  accept  at  the  full  pice ;  the 
greater  part,  however,  would  be  paid  by  conversion  of  the  balance 
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into  English  Treasury  Bills.  These  Treasury  Bills  are,  it  is 
true,  in  £  sterling,  but  payment  in  the  Netherlands  was  guar- 
anteed on  the  due  date,  a  guarantee  which  was  also  endorsed  by 
the  Bank  of  England,  in  Dutch  florins  at  the  rate  of  / 12  per  £, 
If  the  Dutch  holder  wishes  to  receive  payment  in  florins,  he  must 
apply  fourteen  days  before  the  bill  falls  due  to  a  firm  of  bankers 
in  Amsterdam,  who  for  this  purpose  will  act  as  the  liepresenta- 
tives  of  the.  Bank  of  England  in  the  Netherlands. 

The  balances  were  by  this  means  converted  into  negotiable 
English  Treasury  Bills  at  a  fixed  rate  on  Holland  which  could 
be  sold  on  the  bill  market,  while  the  Netherlands  Bank  declared 
beforehand  that  it  was  ready  to  accept  any  amount  of  the  Treasury 
Bills  resulting  from  this  arrangement  as  security  for  advances  in 
account  current  from  any  Dutch  holder  with  whom  the  Bank 
could  properly  do  business. 

The  balances  which  were  to  be  converted  into  Treasury  Bills 
were  carefully  verified.  The  Bank  kept  a  record  of  the  numbers 
and  other  details  of  the  bills  issued  on  the  basis  of  this  arrange- 
ment, as  the  Bank  naturally  wished  to  restrict  its  co-operation  to 
the  payment  of  the  Netherlands  balances  in  England.  If  the 
Bank  had  not  made  this  restriction  there  would  have  been  a  risk 
that  a  disguised  war  loan  in  the  form  of  other  Treasury  Bills 
might  have  been  placed  with  the  Bank.  Attempts  of  this  kind, 
from  whatever  country  they  came,  the  Bank  has  always  strongly 
resisted. 

The  difficulties  induced  by  the  fall  in  the  rates  of  exchange  on 
England  were  thus  temporarily  solved  so  far  as  these  transactions 
were  concerned.  In  consequence  of  the  abundance  of  money  in 
the  Netherlands,  but  few  of  these  bills  have  so  far  found  their 
way  to  the  bank  of  issue.  They  formed  a  very  attractive  object 
on  the  discount  market  because  every  one  knew  that  they  could 
always  appeal  to  the  Bank  in  case  of  emergency.  Many  buyers 
of  such  paper  on  the  market,  however,  took  the  precaution  of 
ascertaining  from  the  Bank,  before  actually  purchasing,  whether 
the  numbers  offered  really  were  included  in  the  arrangement 
above  described. 

The  result  of  all  these  arrangements  has  been  that  the  Nether- 
lands has  gradually  afforded  large  credits  to  all  surrounding  coun- 
tries, though  not  on  the  country's  own  initiative  and  absolutely 
without  any  preference  of  one  above  the  other.  Advances  were 
also  given  to  neutral  countries,  as,  for  instance,  in  the  case 
of  the  American  tobacco  buyers,  in  the  form  of  acceptances 
against  confirmed  credits,  as  already  explained  above.    All  these 
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circumstances  led  to  an  extraordinary  development  of  the  money 
and  credit  market  in  the  Netherlands.  The  discount  market  in 
the  Netherlands,  which  before  the  war  had  subsided  in  an 
ominous  fashion  for  lack  of  first-class  Dutch  and  foreign  bills, 
has  in  consequence  acquired  great  activity  and  new  strength. 
The  Dutch  florin  has  assumed  a  far  greater  significance  on  the 
international  money  and  bill  market,  and  this  fact  will  come  into 
even  greater  prominence  when  at  the  conclusion  of  peace  the 
international  bill  market  has  recovered  its  freedom  of  movement 
on  all  sides. 

One  of  the  prognostications  made  in  my  first  "Grotius" 
article  has  thus  been  partly  verified,  and  I  heartily  rejoice  to 
see  that  the  importance  of  the  Netherlands  as  a  centre — though 
only  a  secondary  one — of  international  money  traffic  has  un- 
doubtedly been  raised.  It  is  to  be  hoped  that  the  Dutch  bankers 
will  realise  their  vocation  in  this  respect,  and  that  by  means  of 
a  cautious,  though  on  the  other  hand  not  too  narrow,  bank  policy, 
each  in  their  ovm  circle  will  help  the  Netherlands  to  regain  the 
position  they  held  in  past  centuries  and  to  retain  it  for  the 
future.  I  repeat  what  I  wrote  last  year;  I  do  not  vnsh  to  be 
led  astray  by  foolish  dreams  of  the  future ;  we  must  not  think 
that  the  Netherlands  will  take  the  place  of  London,  but  it  is 
certain  that  Holland  is  now  called  upon  to  play  a  much  more 
important  rdle  internationally  in  the  field  of  money  and  bill 
traffic  than  during  the  last  decades  before  the  war.  This  rdle  is 
even  imposed  upon  the  Netherlands  by  circumstances  and  by 
foreign  countries,  and  it  is  to  be  hoped  that  the  country  may 
show  sufficient  self-confidence,  sufficient  daring  and  perspicacity 
to  play  the  part  with  dignity. 

Gr.  ViSSBBING 

Amsterdam,  November-December,  1916. 
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THE    DEPBECIATION    OF    BEITISH    HOME 
INVESTMENTS. 

IV.i 

The  war  has  both  accelerated  the  depreciation  considered  in  the 
three  previous  articles,  and  made  it  impossible  to  continue  its 
examination  on  just  the  old  lines.  Minimum  prices  imposed  upon 
the  stock  markets  of  Great  Britain  from  August,  1914,  to  July, 
1916,  have,  of  course,  rendered  "average  mean  annual  prices"  of 
most  of  the  investments  unobtainable  for  those  years.  But  now 
that  these  fetters  have  been  removed  it  is  possible  to  make  use 
of  present  average  prices  instead,  and  to  reduce  them  to  number 
of  years*  purchase  of  dividends.  As  this  gives  quite  a  fair  com- 
parison vi^ith  the  former  figures,  it  has  been  done  in  the  accom* 
panying  tables  as  on  December  31st,  1916,  and  the  resultant 
years'  purchase  has  been  inserted  in  the  diagram.  The  lines 
have,  as  might  be  expected,  again  fallen  heavily.  They  are  novr 
nearer  together,  and  shov7  that  the  old  preference  for  British  rail- 
way debenture  stocks  and  municipal  stocks,  where  it  has  not 
disappeared,  is  less  pronounced  than  ever.  The  difference  between 
the  former  (line  A)  and  the  similar  foreign  and  colonial  issues 
covered  by  line  D  is  now  less  than  one  year's  purchase.  In  other 
words,  in  1896  the  yield  of  A  was  £2  lis.  per  cent,  against 
&i  05.  3d.  of  D — a  difference  of  £1  9«.  3d. ;  whereas  now  the 
respective  yields  are  £5  2*.  5d.  and  £5  7«.— a  difference  of  A%.  Id. 
only. 

The  six  French  Eailway  Obligations  (Professor  Eist's  line  F) 
in  1896  yielded  £3  2«.  lOd.  per  cent,  as  compared  with  the  British 
peld  of  £2  lis.  per  cent.  They  now  yield  £4  &.  6d.  only,  as 
compared  with  the  British  £6  2*.  5d.  A  higher  yield  of  lis.  lOd. 
W  become  a  lower  one  of  13*.  lid. — a  very  noteworthy  differ- 
ence. 

^  Tba  previous   articles   appeared   in   the   Jone  nnmberfl  of  the   Economic 
JoTntKAL  of  1912,  1913,  and  1914.    This  article  waa  written  in  February,  but 

toolate  lor  the  March  number. 
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Table  I. — (Line  A  of  Diagram). 
Dividends  and  Mean  Prices,     BRITISH  RAILWAY  DEBENTURE  STOCKS. 


1876. 

1881. 

1880. 

1891. 

1896. 

1901. 

1906. 

1911. 

1918. 

19H. 
Deo.Sl. 

1.  CaledonlMi  \ 

400 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4*00 

4-00 

4-00 

104-00 

107-6 

110-2 

126-6 

166  9 

186-2 

121-2 

106-00 

1021 

78-«0 

«.  Great  EMtwn    ...  1 

4-00 

4-00 

4-00 

4-00 

400 

4-00 

4-00 

4*00 

4-00 

4-00 

102*6 

112-2 

117*0 

127-6 

164*2 

181-0 

119*1 

106-2 

99*6 

74-0I 

8.  GrMt  Nortborn  ...  / 

4-00 

4-00 

4O0 

8-00 

8-00 

8-00 

800 

8-00 

8*00 

8-00 

105-2 

114  7 

120-6 

100*6 

119-1 

100-0 

92-0 

81-6 

771 

61  OO 

4.  Great  Wa*ern    ...| 

4-00 

4-00 

4*00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

105*8 

114*7 

121*0 

1819 

167  7 

184  0 

128*4 

109-6 

108*6 

82-00 

6.  Lane,    and   York-/ 

4-00 

4-00 

400 

4-00 

800 

800 

8*00 

8-00 

8-00 

8-<IO 

•hire \ 

106*2 

114  7 

118  0 

1280 

119-7 

100-6 

91-8 

81-2 

76*6 

69-00 

«.  L.      and     North/ 

4-00 

400 

4-00 

4*00 

8*00 

8-00 

8-00 

8K)0 

8-00 

800 

Western    I 

106  7 

116-0 

1217 

182*7 

119-9 

108*2 

96-8 

84*2 

78-8 

62-00 

7.  L.      and      South/ 

4*00 

4-00 

400 

8-00 

8  00 

8-00 

8-00 

8-00 

8-00 

8-O0 

Wertem    1 

1067 

116-6 

120*0 

100-2 

119-9 

101*8 

98-0 

81-9 

76-7 

60-00 

8.  L.    Brighton   and/ 

460 

4-60 

4-60 

4-60 

4-60 

460 

460 

460 

4-60 

4fiO 

South  Coast    ...1 

114-0 

124-0 

180  6 

148-0 

178  7 

147-4 

188  0 

120-2 

112-4 

86  00 

(a)Mancheeter.\ 
Sheffield    and 

Lines.    

(a)4-60 

(6)400 

(5)4-00 

(6)4-00 

(6)4-00 

(6)4*00 

(6)4-00 

(6)4-00 

(c)460 

(c)4-60 

9.  (6)  L.  Tilbury  and  " 
Southend     ... 

1180 

107  6 

116-0 

128-0 

1641 

180-5 

117-0 

106*1 

110-0 

88-00 

(c)  Great  Central  ...J 

10.  North  British     ...{ 

4*00 

4-00 

4-00 

4-00 

8-00 

8-00 

8-00 

8-00 

8^ 

8-00 

1027 

107-0 

114-7 

124-6 

116*4 

100-0 

91-0 

80*6 

761 

68-00 

.Dividend,  %  ... 

410 

4-05 

4-06 

8-88 

8-66 

8-66 

8*68 

8-65 

8-60 

8-60 

Aw.  (Price,  % 

age  of  {Yield,  % 

106-82 

11887 

119*56 

128-80 

189-16 

11886 

107-78 

96-96 

91*18 

70  80 

8.17.1 

8.11.8 

8  7.9 

8.2  2 

2.11.0 

8.0.0 

8.6.7 

8.14.0 

819.0 

6.2.6 

the  Ten  Years'  Purchase 

^    Ac. 

250 

28-0 

29-6 

82-2 

89-2 

88-8 

80*8 

26-8 

26*8 

19-6 

i 


The  dividends  are  those  paid  during  the  year. 

Table  II. — (Line  B  of  Diagram). 
Dividends  and  Mean  Prices.     BRITISH  MUNICIPAL  SECURITIES. 


1896. 

1901. 

1906. 

1911. 

1918. 

1916, 
Dae  81. 

1.  Metropolitan       Consoli- 
dated (1941)  8%  Stock. . . 

121*76 

101-87 

98-76 

89*26 

86-60 

67-00 

2.  Birmingham  Corporation 

(1947)  8%  Stock 

114-00 

100-87 

91-87 

86-44 

79-87 

60*50 

8.  Bristol  Irredeemable  8}% 

Stock    

132*76 

114-26 

104*60 

97-76 

89-66 

69-60 

4.  Cardiff  (1986)  81%  Stock 

122*81 

106-76 

101-87 

9700 

90-66 

76-50 

6.  Glasgow      Irredeemable 

8i%  Stock    

186*26 

118-76 

107-87 

10212 

96-00 

72-00 

6.  Liverpool     Irredeemable 

8J%  Stock    

186*76 

117-76 

108-12 

100-60 

98-62 

72-00 

7.  Manchester  Irredeemable 

4%  Stock      

161-12 

18206 

128-66 

114-69 

105*60 

79-50 

8.Newca8tie     (1986)     8J% 

Stock     

121-87 

106-60 

101-26 

97-87 

94-12 

75-00 

9.  Nottingham      Irredeem- 

able 8%  Stock     

10.  Bradford  (1946)  8}%  Stock 

11712 

100*87 

90*44 

87-87 

79-76 

61-50 

128-26 

109*81 

101-76 

97-76 

9819 

76-00 

Average/Dividend,8-4%.  Price 

of     /Yield,  per  cent.     ... 

the  TenlYears*  Vurchase     ... 

127-667 

110-798 

102*898 

97074 

90-717 

70-850 

2.18.4 

8.1.4 

8.6.6 

8.10.1 

8.16.0 

4.16.0 

87-6 

82*6 

801 

28-6 

26*7 

20-8 
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Tablb  UL — (Line  C  of  Diagram). 
JHvidoidM  and  Mean  Prices.    BRITISH  RAILWAY  ORDINARY  STOCKS. 


1896. 

1901. 

1900. 

1011. 

1918. 

1916, 
Deo.  81. 

1.  Caledonian / 

i  Great  Eastern    / 

3.  Great  Western   / 

4.  LanoashireA Yorkshire/ 

5.  L.  and  North  Western/ 

6.  L.  and  South  Western/ 

7.  LBrighton&  So' Coast/ 

8.  North  Bast.  "Consols"/ 

9.  North  Staffordshire  .../ 
10.  TaffVale     / 

6*26 
164-66 

2-76 
98*62 

6-87 
173-26 

6-12 
140-44 

6-87 
197-69 

6-87 
207-26 

6-60 
186-60 

6-12 
173-66 

4-26 
130-26 

3-26 
86-60 

3-62 
124-40 

2-62 
101*76 

4*00 
14006 

3-62 
117-87 

6-60 
169-31 

6-60 
176-00 

4-76 
142*00 

6*76 
160-26 

8-62 
107-76 

2-87 
71*60 

400 
110-60 

3-37 
86-19 

6-37 
133*19 

4*12 
10612 

6-37 
166-80 

600 
163-00 

6-62 
133-62 

6-76 
140-94 

4-26 
101-19 

3-87 
79-62 

8-37 

86*76 

3-37 

71*12 

6*00 

126-31 

4*62 

97-12 

6-87 

14112 

612 

141*37 

6-62 

116-60 

6-26 

130-37 

4*76 

94-44 

4-00 

7600 

3-37 

74*69 

2*26 

64*00 

6*12 

116-87 

4-26 

87-12 

700 

131-00 

6-87 

117-81 

6-26 

104-66 

,6-60 

120-26 

4-60 

84-66 

4*26 

73*62 

8*37 
49-00 

2-60 
37*00 

6*76 
90-60 

4-60 
67*60 

6-00 
98*00 

6*60 
82-60 

6-00 
78-00 

6-60 
102-26 

4*62 
6600 

3-60 
64-00 

Arerage  rDividend,  per  oent. 
of  the     Price            „ 
Ten    '  Yield 

.Years*  purchase 

6-236 
164*762 
3.7.8 
29-6 

4-186 
181-089 
3.8.10 
81*3 

4*872 
119*797 
4.1.4 
24*6 

6097 
107-910 
4.14.6 
21-2 

4*936 
96*348 
6.2.6 
19-6 

4*724 
72*476 
6.10.4 
16-3 

The  dividends  are  those  paid  during  the  year. 

Table  IV.— (Line  D  of  Diagram). 

IHvidendt  and  Mean  Prieee.    FOREIGN  AND  COLONIAL  RAILWAY 

OBLIGATIONS. 


1896. 

1901. 

1906. 

1911. 

1918. 

1916, 
Deo.  81. 

1.  Northern  of  Prance  8% 
Obligations 

1  Grand  Russian  (Nioolai) 

.     *%Bonds     

S.  (a)  Pennsylvania      ^\%\ 

Gold  Bonds      

(6)  Pennsylvania  4%  Con. 
Mort.  Bonds    J 

i  Chio.  mi.  and  St.  Paul 
i%  Gen.  Mort.  Bonds 

5.  BoanoB  Ayres  Gt.  Southn. 

4%Deh.  Stock    

6.  Central     Argentine     4% 

Deb.  Stock 

7.  Mexican     RaUway     6% 

Perp.  Deb.  Stock       ... 

8.  Nitrate     Railways     6% 

lit  Mort.  Bonds 

9.  Canadian  Pacific  4%  Con. 

Deb.  Stock  ..    :!.     ... 

10.  Atlantic  and   St.   Law- 

wnce6%SharM 

96-0 
990 

(a) 
113-0 

96-2 
119-6 
110*1 
181*1 

88-6 
106*2 
162*6 

91*1 

97*1 

(a) 
111*6 

116-0 
111-0 
102-9 
132-7 
97*7 
1101 
160*6 

911 
76*6 

(a) 
104*8 

111-9 
106-2 
106-6 
144-0 
106-2 
110-9 
167-7 

84-i 

89*1 

(a) 
104-1 

104*1 
102-2 
101-4 
139-6 
106-2 
104*4 
160-1 

/      3*0 
\    80-6 
/      40 
\    86-4 

ah)  4-0 
\    97-6 

/      4-0 
\    98-1 
/      4*0 
\    97-4 
/      4*0 
\    96-6 
/      60 
\  126-6 
/      6-0 
\  106-7 
/      40 
\    98-0 
/      6*0 
\  138-0 

3-0 
67-6 

4-0 
66-6 

(6)4-0 
106-0 

40 
98-0 

40 
76-0 

4-0 
74-0 

6-0 
69-6 

6*0 
102-6 

40 
790 

6-0 
106-6 

Jroi|DivM«id,4*46%.Price 
TwJ  Y*iai«'^KiXsa    '.;; 

110-92 

4.0.8 
24*9 

112-97 

3.18.9 
26*4 

111*38 

3.19.11 
26-0 

108-43 

4.2.1 
24*4 

r      4*40 

\  102-39 

4.6.11 

28-2 

4-40 
82-26 
6.7.0 
18*7 
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Table  V. — (Line  £  of  Diagram). 

DintUmit  and  Metm  FrUm.    FOREIGN  AND  CX>LONIAL  BAILWAT 
OBDINABY  STOCKS  AND  SHARES. 


1896. 

1901. 

1909. 

1911. 

1918. 

1916, 
Dee.  81. 

2.  CJhioago,      Milwaukee/ 

and  St.  Paul ...    '...\ 

3.  Illinoifl  Central | 

4.  New  York  Central     .../ 

5.  Pennsylvania     

6.  Buenos    Ayres    Great  f 

Southern...     \ 

7.  Buenos  Ayres  Western/ 

8.  Central  Argentine     ...| 

9.  (a)  Rio     Claro      SaoT 

Paulo      1 

{b)  Great  Western  ofl 
Branl      \ 

10.  San  Paulo  (BraziHan)  | 

2-00 
68-06 

4-00 
72-37 

5-00 
93-69 

4-00 
9606 

5-00 
116-12 

5-60 
130-12 

6-00 
120-62 

2-50 
64-25 

14-00 

231-87 

14-00 

195-62 

600 
104-60 

6-00 
71-31 

6-00 
143-81 

6-00 
160-60 
^  6-00 
164-25 

7-00 
137-75 

6-00 
104-69 

3-75 
65-87 

14-00 

244-68 

10-00 

151-60 

6-50 
184-94 

7-00 
178-60 

7-00 
179-81 

5-26 
145-12 

6-50 
139-12 

7-00 
133-69 

700 
181-12 

6-00 
115-87 

14-00 

(a) 

262-60 

12-00 

207-19 

10-00 
227-69 

7-00 
122-94 

7-00 
143-44 

5-00 
111-60 

600 
12837 

7-00 
121-37 

7-60 
128-37 

6-00 
107-44 

13-50 

267-50 

13-00 

209-56 

10-00 
233-00 

5-00 
109-62 

6-00 
119-60 

5-00 
108-00 

600 
118-37 

7-00 
119-60 

7-00 
119-00 

6-00 
10619 

6-00 

'&« 

14-00 
248-00 

lO-OO 

174-O0 

6-00 

96-00 

6-00 

111-00 

6-00 

108-00 

6-00 

U9-00 

4-50 

79-00 

5-00 

80K)0 

4-00 

66-00 

OHX) 

is-ss* 

174-00 

Ayer-  rDivideud,  per  cent, 
age  of   Price              „ 

the   •  Yield 

Ten  V Years*  Purchase  .. 

6-200 
117-878 
6.6.2 
19-0 

6-876 
148-886 
4.16.6 
20-9 

7-826 
167-786 
4.13.9 

21-4 

8-200 
166-818 
6.6.3 
19-0 

7-200 
137-624 
5.4.8 
19-1 

6-88 
106-46 
5.11.7 

17-9 

The  dividends  are  those  paid  in  the  year. 
1  10  per  cent,  free  of  income  tax. 

The  depreciation,  therefore,  of  British  railway  debenture  stocks 
since  1896  is  much  greater  than  that  of  the  corresponding  foreign 
and  colonial  investments,  and  the  gradients  continue  steeper. 
•When,  however,  the  yield  of  British  railway  ordinary  stocks 
(line  C)  is  compared  with  that  of  similar  foreign  and  colonial 
ordinary  stocks  (line  E)  the  changes  are  even  more  remarkable ; 
for  whereas  in  1896  the  respective  yields  were  £B  Is.  6d.  and 
£5  58.  2d.,  they  are  now  £6  10«.  4d.  and  £5  lis.  Id.,  showing 
that  the  preference,  formerly  very  great,  for  British  railway 
ordinaries  has  entirely  disappeared,  and  that  the  positions  are 
reversed.  During  the  past  three  years  the  dividends  of  the  British 
stocks  have  been  steadier  than  those  of  the  foreign  and  colonial 
stocks.  The  latter  have  fallen  from  7'2  per  cent,  to  6*88  per  cent., 
against  a  fall  of  the  former  from  4*936  per  cent,  to  4724  per  cent, 
only.  Thus  the  depreciation  of  the  British  stocks,  measured  in 
years'  purchase  of  dividends,  is  far  greater  than,  while  that  of  tiie 


I 


>i 


Digitized  by ' 


1917]      THE   DKPBECTATION  OF  BRITISH  HOMB  INVESTMENTS     191 


SSSeS{g!SSS^SSS£5SSSS 


8  S8.»< 


Digitized  by 


\og\e 


Afif^ 


192  THE   EOOKOiaO  JOURNAL  [jUNB 

corresponding  foreign  and  colonial  stocks  is  not  so  great  as,  the 
diminution  of  the  dividends.  The  prices  are  those  of  the  London 
Stock  Exchange,  so  that  a  high  Bank-rate  and  heavier  income- 
tax  affect  both  sets  of  securities  in  the  same  way. 

Why,  then,  are  all  the  British  home  investments  so  much 
more  seriously  ^^pi^e^sed  than  the  others? 

This  is  the  same  problem  as  the  writer  had  to  deal  with  in 
his  previous  articles,  and  it  remains  the  same  to-day  as  it  was 
before  the  war.  We  have  not  only  to  deal  with  a  very  large 
adverse  movement  of  standard  British  home  investments,  such 
as  an  investor  in  1896,  who  aimed  at  security  rather  than  high 
yield,  would  have  been  likely  to  buy,  but  with  a  movement  in 
which,  generally  speaking,  similar  foreign  and  colonial  invest- 
ments do  not  equally  share. 

As  it  stands,  the  picture  has  become  still  more  alarming  to  all 
present  and  prospective  investors,  and  particularly  disconcerting 
to  the  actual  holders  of  these  and  similar  British  investments 
who  acquired  them  at  the  prices  of  twenty,  or  even  ten,  years 
back. 

While  the  war  has  not  altered  the  problem,  it  has,  however, 
brought  into  great  prominence  facts  which  not  only  help  to 
explain  the  depreciation,  but  also  hold  out  promise  of  a  better 
state  of  things.  An  article  in  the  Times  Financial  Supplement 
of  January  5th,  1914,  compares  the  pre-war  national  output  of  the 
United  Kingdom  with  that  of  the  United  States,  and  reports  Mr. 
A.  W.  Flux,  M.A.,  F.S.S.,  the  Director  of  the  Census  of  Produc- 
tion, as  having  shown  that,  on  the  broadest  statistical  basis,  "the 
production  per  head  in  the  United  States  was  roughly  double  that 
shown  by  the  census  for  the  United  Kingdom."  This  statement, 
the  accuracy  of  which  cannot  be  doubted,  has  an  all-important 
bearing  upon  the  problem,  and  has  not  received  from  the  present 
writer  in  his  former  articles  the  attention  which  it  merits. 

The  first  of  these  articles  presented  a  primd  facie  case  for 
holding  that  our  industries  were  exposed  to  exceptional  com- 
petition, and  that  the  exceptional  decline  in  the  value  of  our 
home  investments  (demonstrated  by  the  accompanying  diagram) 
might  be  very  largely  due  to  that  competition.  The  second 
article,  after  examining  what  other  writers  had  to  say  about  the 
first  without  finding  any  valid  reason  for  altering  it,  adduced 
fresh  evidence  in  support  of  the  existence  of  exceptional  competi- 
tion. The  third  article  found  another  cause  at  work,  which  was 
depressing  alike  home,  foreign,  and  colonial  stock  markets,  but 
which  did  not  in  any  way  weaken  the  evidence  that  exceptional 
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competition  existed  in  this  country.    Indeed,  the  argument  was 
strengthened  by  following  up  that  evidence. 

The  effect  of  Mr.  Flux's  statement  upon  this  argument  has 
now  to  be  considered.  He  tells  us  that  before  the  war  the  output 
per  head  of  those  employed  in  our  industries  was  only  half 
(roughly)  that  of  the  United  States  in  theirs.  To  enable  us  to 
grasp  the  effect  of  this  state  of  things  upon  the  exceptional  c<Hn- 
petition  in  this  country,  which  has  been  regarded  as  a  main  cause 
^  of  the  depreciaticm  for  which  an  explanation  is  sought,  very  little 

\  ccmsideration  is  needed.  A  low  output  increases  cost  of  prodoc- 
A  tion  in  more  ways  than  one.  It  entails  larger  premises,  more 
^\  machinery,  and  more  supervision,  in  addition  to  greater  numbers 
of  workers.  The  larger  premises  and  more  machinery  require 
more  capital  and  involve  higher  rates  and  taxes.  More  super- 
vision and  greater  numbers  of  wcarkpeople  involve  extra  wages. 
Raw  materials  and  fuel,  too,  may  be  made  more  costly,  in  the 
same  way,  in  proportion  to  the  restrictions  upon  output  affecting 
them,  and  the  larger  premises  and  more  machinery  likewise  cost 
more  if  the  industries  producing  them  are  in  the  same  toils.  All 
this  additional  burden — ^interest,  wear  and  tear,  rates  and  taxes, 
wages,  and  cost  of  raw  materials  and  fuel — enhances  cost  of  pro- 
duction. The  selling  {Mice  of  the  product  must  be  increased 
conrespondingly.  The  industry  concerned  is  thus  handicapped 
when  in  open  competition  with  other  similar  enterprises,  however 
geographically  distant,  which  enjoy  better  conditions. 

When,  therefore,  the  Director  of  the  Census  of  Production 
tells  US  that  on  the  broadest  statistical  basis  our  i^re-war  produc- 
tion per  head  of  those  employed  in  our  industries  was  only  half 
that  of  the  United  States,  it  surely  follows  that  our  industries  were 
hopelessly  handicapped,  and  that  our  standing  as  regards  com- 
petition was  exceptionally  bad.  The  argument  of  the  previous 
articles  based  upon  competition  is  thus  immeasurably  strengthened. 
Protective  duties,  subsidies,  and  bounties  abroad  may  have  borne 
heavily  upon  our  home  industries,  but  the  self-inflicted  policy  of 
restriction  of  output  was  probably  an  even  heavier  burden  for 
them  to  carry. 

At  this  distance  of  time  a  word  may  be  needed  to  establish 
the  connection  between  burdened  industries  and  depreciation  of 
inveotments.  In  the  previous  articles  all  the  causes  to  which 
that  depreciation  has  been  attributed  were  carefully  examined 
»od  the  conclusion  was  reached  that  "exceptional  industrial  com- 
P^tion,  the  growth  of  taxation,  increased  cost  of  living,  and  the 
^'ithdrawal  of  capital  from  once-favoured  home  markets  make  a 
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combination  of  adverse  influences  which  seem  adequate  to  account 
for  the  exceptional  depreciation  of  British  home  investments." 
Space  does  not  permit  a  repetition  of  the  reasons  for  rejecting 
other  alleged  causes ;  it  must  suffice  to  say  here  that,  on  the  one 
hand,  no  one  has  controverted  those  reasons,  and,  on  the  other, 
that  their  soundness  has  been  recognised  in  very  competent 
quarters.  Mr.  Flux  having  helped  us  to  see  more  clearly  why 
our  industries  could  not  compete  effectively  with  rival  industries, 
and  the  war  having  demonstrated  the  effect  of  a  low  level  of 
output  upon  the  nation's  military  power  and  the  paramount 
necessity  of  raising  it  to  render  victory  in  the  field  possible,  it 
should  now  be  easy  to  see  how  impossible  it  was,  before  the  war, 
to  expect  our  investments  to  maintain  their  values.  Value 
depends  on  supply  and  demand,  and  when  (as  was  the  case  before 
the  war)  the  main  source  of  demand  for  investments — industrial 
profit — ^was  in  many  quarters  so  grievously  burdened;  when 
taxation  and  cost  of  living  were  rising  at  home  and  higher  yields 
were  obtainable  abroad  on  securities  which  were  maintaining 
their  values,  no  one  need  wonder  at  the  pre-war  decline  of  our 
home  investments.  The  war  has  revived  our  industries,  but  its 
cost  has  drained  the  stock  markets  of  money,  and  high-yielding 
G-ovemment  securities  have  come  into  competition  with  all  other 
forms  of  investment  and  driven  most  of  them  down  still  further. 

If  the  war  had  not  told  us  more,  the  outlook  would  have  beeii 
dark  indeed.  But  by  the  splendid  response  of  the  nation  to  the 
call  for  more  and  ever  more  munitions  of  war,  it  has  been  proved 
that  our  former  low  output  can  be  raised,  and  very  quickly  raised 
too. 

Our  output  of  munitions  is  increasing  so  rapidly  that  we  xr^J 
hope  soon  to  do  without  outside  help.  Indeed,  we  appear  to  be 
nearing  the  enviable  position  of  being  able  (with  Canada's  assist- 
ance) to  supply  the  munition  needs  of  our  Allies,  as  well  as  our 
own,  without  the  other  help  hitherto  required.  If  we  can  do  this 
while  we  are  maintaining  an  Army  of  5,000,000  men  drawn  from 
the  industries  of  the  Empire-^most  of  whom  are  from  Grreat 
Britain  and  Ireland — we  are  certainly  increasing  our  output  per 
head,  and  can  see  that  we  need  never  fall  short  of  that  of  our 
industrial  rivals  if  we  do  our  best. 

The  war  has  thus  brought  us  an  illuminating  and  encouraging 
demonstration — illuminating  because  it  shows  that  in  wartime 
danger  and  disaster  attend  the  mistaken  policy  of  a  restricted 
output ;  encouraging  because  it  proves  the  remedy  to  he  in  our 
own  hands. 
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The  remedy  for  our  pre-war  industrial  diflSculties,  therefore, 
lies  ready  to  our  hand,  and  its  successful  application  awaits  only 
the  mutual  confidence,  goodwill,  and  effort  of  British  employers 
and  employees.  They  are  dependent  upon  one  another.  Their 
real  interests  are  identical,  but  false  doctrines  and  unsound 
policies  have  hitherto  tended  to  keep  them  apart,  with  the  not 
surprising  result  that  legislative  effort  has  failed  to  bring  them 
together.  If  they  will  only  come  together  in  a  spirit  of  mutual 
confidence  and  understanding,  they  have  it  in  their  power  to 
organise  the  future  industry  of  the  country  on  the  basis  of  an 
unrestricted  output  with  due  and  proper  wages,  and  to  command 
such  legislation  as  shall  secure  them  access  to  the  markets  of 
the  world.  The  resources  of  the  Empire  are  ample  and  the 
after-war  needs  of  the  world  will  be  great.  Industrial  prosperity 
will  attend  a  wise  industrial  peace  at  home,  for,  with  an  abundant 
demand  for  what  we  produce,  our  competitors,  who  were  already 
working  at  full  power  before  the  war,  will  not  be  able  to  increase 
their  peace  output  as  we  shall. 

Our  home  investment  markets,  mainly  dependent  as  they  are 
on  a  supply  of  surplus  capital  which  industry  alone  is  capable 
of  maintaining,  will  respond  to  any  increase  of  industrial  pros- 
perity ;  and  as  those  markets  recover  from  the  depression  of  the 
past  twenty  years  they  will,  in  their  turn,  enable  industry  to 
obtain,  on  less  onerous  terms,  the  capital  without  which  it 
cannot  live. 

We  are  thus  led  to  the  conclusion  that  the  exceptional  deprecia- 
tion of  British  home  investments,  with  which  these  articles  have 
been  dealing,  has  been  traced  to  its  causes,  the  chief  of  which 
is  exceptional  industrial  restriction  of  output.  Industry  cannot 
thrive  while  output  is  restricted  as  it  has  been  in  this  country. 
The  census  of  production  explains  the  comparative  decline  of 
British  industry,  of  which,  before  the  war,  the  statistician  was 
always  telling  us.    The  remedy,  too,  has  become  plain. 

Mr.  Lloyd  George,  the  Premier  of  Great  Britain  and  Ireland, 
has  summed  i^p  the  position  very  ably.  Speaking  at  the  Guildhall 
00  January  11th  he  said  : — 

*'  Before  the  war  we  had  a  good  many  Bhortcomlngs  in  our  business, 
oar  commerce,  and  our  indufitry.  The  war  ia  setting  them  all  right  in  the 
iQosi  marvelloiia  way.  You  ask  great  business  men  like  my  friend  Lord 
Pime,  whom  I  see  there  in  the  comer,  what  is  going  on  in  the  factories 
tboughout  Oreat  Britain  and  Ireland.  Old  machinery  scrapped,  the 
newest  tnd  best  set  up;  slipshod,  wasteful  methods  also  scrapped,  hampering 
customs  discontinued ;  millions  brought  into  the  labour  market  to  help  to 
produce  who  before  were  mere  consumers.  .  •  •  We  are  a  different  people." 
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On  February  23rd,  however,  in  the  House  of  Commons,  when 
dealing  with  the  shortage  of  tonnage  of  our  mercantile  marine 
and  the  urgent  need  of  shipbuilding,  he  said  : — 

'*  I  am  convinced,  after  a  great  deal  of  examination  of  the  problem,  and 
hearing  what  has  been  said  by  both  employers  and  working  men,  that  the 
oiitput  «an  be  very  considerably  increased  by  an  alteration  of  methods." 

So  that  restriction  of  output  of  what  is  of  vital  importance 
and  of  urgent  need,  though  reduced  and  we  may  hope  dying, 
has  not  ceased  to  exist  even  in  this  hour  of  the  Empire's  greatest 
danger.  ^ 

Is  further  evidence    as  to  the  nature  and   solution  of   our 
problem  needed?    I  hardly  think  so.     Though  my  diagram  is 
both  alarming  and  disconcerting,  and  the  industrial  position  not 
free  from  anxiety,  signs,  as  we  have  seen,  are  not  wanting  of  a 
kind  calculated  not  only  to  reduce  alarm,  but  to  inspire  hope. 
The  facts  shortly  dealt  with  in  this  article  show  that  if  our  indus- 
tries adopt,  and  continue,  the  unselfish  ^licy  of  the  highest  pos- 
sible output  per  head — which,  we  may  believe,  will  bring  us  the 
reward  of  ultimate  victory  in  this  awful  war — ^we  may  confidently 
look  forward  to  a  time  of  prosperity  after  the  war  in  which  every 
person  in  the  Empire  will  share,  however  high  or  low  his  lot. 
The    lines   in   this   diagram  which,  mainly  under    the   malign 
influence  of  restricted  output,  have  been  falling  so  ominously  since 
1896,  will  then  begin  to  rise  again,  and,  as  industrial  prosperity 
increases^  helped  as  it  will  be  by  lower  rates  of  interest,  we  may 
reasonably  expect  to  see  them  regain  much  of  the  ground  lost 
during  the  past  twenty  years. 

A  Stockbroker 
February,  1917. 
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When  Ireland,  by  a  determined  effort,  obtained  "Free  Trade  " 
in  1779,  this  term  meant  far  more  than  freedom-from-tariff  duties, 
which  is  the  meaning  it  has  to-day.     What   the    British    Acts 
(20  Geo.  m.,  c.  6, 10, 18)  then  passed  did  was  to  grant  to  Ireland 
freedoni.-to-trade  where  her  trade  had  long  been  prohibited,  pro- 
vided the  Irish  Parliament  imposed  duties  at  Irish  ports  equal 
to  those  paid  in  this  trade  in  British  ports.     Thus,  as   in   Mr. 
Lecky'a  description  : — "The  Acts  which  prohibited  the  Irish  from 
exporting  their  woollen  manufactures  and  their  glass  were  wholly 
repealed,  and  the  great  trade  of  the  colonies  was  freely  thrown 
open  to  them.   It  was  enacted  that  all  goods  that  might  be  legally 
imported  from  the  British  settlements  in  America  and  Africa^ 
to  Great  Britain  might  be  in  like  manner  imported  directly  from 
#iese  settlements  into  Ireland,  and  that  all  goods  which  might  be 
legally  exported  from  Great  Britain  into  those  settlements  might 
in  like  manner  be  exported  from  Ireland,  on  the  sole  condition 
that  duties  equal  to  those  paid  in  British  ports  were  imposed  by 
the  Irish  Parliament  on  the  imports  and  exports  of  Ireland.    The 
Acts  which  prohibited  carrying  gold  and  silver  coin  into  Ireland 
were  repealed.    The  Irish  were  allowed  to  import  foreign  hops, 
and  to  receive  a  drawback  on  the  duty  on  British  hops.     They 
were  allowed  to  become  members  of  the  Turkey  Company,  and  to 
carry  on  a  direct  trade  between  Ireland  and  the  Levant  Sea." 
(Lecky's  Ireland,  ii.,242).    This  was,  indeed,  a  great  boon  of  new 
freedom  for  Irish  trade ;  but  it  was  not  complete  freedom — as  we 
shall  see. 

The  epoch  of  1779  is,  therefore,  irrelevant  to  any  argument 
about  the  effects  of  tariffs  on  trade,  whether  stimulating  or 
depressing.  But  it  is  important  as  the  first  step  in  the  direction 
towards  equal  trade  relations  between  Great  Britain  and  Ireland ; 
and  Lord  North,  when  asking  the  English  Parliament  to  pass 

^  Read  before  the  SkOUUeal  and  Social  Inquiry  SodOy  of  Ireland,  Jaauary 
IWi.  1917. 
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these  measures,  maintained  strongly  the  novel  proposition  *Hhat 
the  prosperity  of  Ireland  must  ultimately  prove  a  blessing  to 
England." 

What  is  diflScult  for  ns,  in  this  twentieth  century,  to  realise 
about  this  epoch  of  1779  is  that  English  manufacturers  were  then 
afraid  of  Irish  competition,  feeling  convinced  that  they  would  be 
ruined  unless  they  were  protected  against  Ireland.  It  was  the 
poverty  of  Ireland  which  made  her  seem  so  formidable  a  rival : 
for  the  cheapness  of  living,  the  low  wages  supposed  to  be  paid,^ 
and  the  small  taxation  then  imposed  in  Ireland  were  real  advan- 
tages at  a  period  when  manufacturing  had  not  yet  been  trans- 
formed by  machinery.  However,  it  was  stupid  to  suppose  that 
any  advantages  that  Irish  manufacturers  could  have  derived  from 
Irish  poverty  would  have  served  to  counterbalance  the  advantages . 
that  the  English  manufacturers  must  even  then  have  had  through 
their  large  capital,  extended  credit,  and  established  skill  and  repu- 
tation. That  form  of  stupidity  springs  very  often  from  the 
enjoyment  of  monopoly. 

The  Acts  of  1779-80  were,  of  course,  an  unmixed  blessing  to 
Ireland.  "Thus  fell  to  the  ground  that  great  system  of  commer- 
cial restriction  which  began  under  Charles  II.,  which  under 
William  III.  acquired  a  crushing  severity,  and  which  had  received 
several  additional  clauses  in  the  succeeding  reigns.  The  measures 
of  Lord  North,  though  obviously  due  in  a  great  measure  to  intimt 
dation  and  extreme  necessity,  were  at  least  largely,  wisely,  ana 
generously  conceived, . and  they' were  the  main  sources  of  what- 
ever material  prosperity  Ireland  enjoyed  during  the  next  twenty 
years."  (Lecky,  loc.  cit.)  All  the  same,  1779  did  not  give  Ire- 
land complete  freedom-to-trade  :  "Ireland  has  not  as  yet  any  real 
equality  of  trade  with  Great  Britain."  Miss  Murray  gives  details 
as  follows : — 

"No  British  goods  were  prohibited  from  being  brought  into 
Ireland,  and  on  none  were  heavy  duties  placed.  .  .  .  With  very 
few  exceptions,  Ireland  at  this  time  imposed  a  10  per  cent,  duty 
on  all  articles  imported,  and  a  6  per  cent,  on  all  articles  exported* 
The  Irish  Parliament  still  regarded  the  customs  as  a  means  of 
raising  revenue,  not  of  affording  protection.  Very  different  was 
the  treatment  which  Ireland  received  at  the  hands    of    Great 

^  As  a  fact,  it  was  only  very  inferior  labour  which  was  cheap  in  Ireland 
at  this  time.  Superior  artisan  labour  was  as  dear  there  as  in  England.  Miss 
Murray  {Commercial  RelaHona,  p.  248)  refers,  on  this  point,  to  Crumpets  "  Essay 
upon  the  Best  Meeuis  of  Providing  Employment  for  the  Poor,*'  pp.  187-8  (Dubtin« 
1793).  And  there  are  other  authorities  to  the  same  effect.  The  low  taxation 
was  a  juster  objection. 
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Britain.    Many  Irish  goods  were  prohibited  by  law  from  being 

brought  into  Great  Britain  at  all :  these  were  wrought  silks,  silk 

stocldngs,  silk  gloves  and  mittens,  leather  gloves,  lace,  fringe,  and 

embroidery,  and  copper  and  brass  work.    At  the  same  time,  the 

importation  from  Ireland  of  the  following  articles  was  practically 

jffdiibited  by  the  imposition  of  extremely  heavy  duties  varying 

from  30  to  60  per  cent.  :  all  kinds  of  woollen  cloth,  all  kinds  of 

stuffs  mixed  with  wool,  refined  sugars,  beer,  hops,  all  cotton 

manufactures,  manufactures  of  linen  and  cotton  mixed,  printed 

linens,  cotton  stockings,  thread  stockings,  leather  manufactures, 

tallow  candles,  starch,  and  soap.    The  consequence  was  that  the 

British  markets  were  practically  shut  against  all  Irish  goods, 

except  provisions  and  plain  linen  cloth,  which  were  admitted  duty 

free.  .  .  .  Besides  being  shut  out  from  the  British  markets,  the 

Irish  merchant,  although  he  could  now  trade  directly  with  the 

plantations,  was  not  allowed  to  export  plantation  produce  to  Great 

Britain."    (This  was  due  to  a  particular  interpretation  put  upon 

the  Navigation  Acts :  Lecky,  ii.,  p.  432).  .  .  .  ''Ireland  was  also 

not  allowed  to  trade  directly  with  the  territories  included  in  the 

East  India  Company's  charter,  but  had  to  take  all  East  Indian, 

Persian,  and  Chinese  goods  through  the  medium  of  Great  Britain. 

Irish  subjects,  too,  were  not  allowed  to  trade  with  the  territories 

between  the  Cape  of  Good  Hope  and  the  Straits  of  Magellan,  like 

British    subjects."     (This    meant   India,  Australasia,  and    the 

Pacific;   see  Commercial  Relations,  pp.  228-30.) 

Seeing  how  much  people  are  misled  by  words  without  ascer- 
taining what  the  words  stand  for,  it  was  advisable  for  me  to 
establish  that  the  "Free  Trade"  won  by  Ireland  in  1779  was 
^ery  different  in  kind  from  that  freedom-from-tariffs  that  we 
understand  to-day  by  the  term  "free  trade."  The  material  pro- 
gress made  by  Ireland  during  the  twenty  years  of  Grattan's  Parlia- 
tnent  would  have  been  impossible  without  the  "freedom-to-trade  " 
that  was  won  in  1779.  But  "free  trade,"  in  the  modem  sense, 
^  not  exist  as  between  Great  Britain  and  Ireland  until  1824, 
^ben  Mr.  Husldsson's  measures  abolished  customs  on  the  Cross- 
Channel  traflfic.  . 

Accordingly  we  may  regard  the  years  between  1779  and  1824 
^  a  transition-period.  The  freedom-to-trade  of  1779  had  to  be 
^e  secure :  it  was  granted  by  Acts  of  the  British  Parliament, 
^  that  Parliament  might  repeal  what  it  had  done.  Hence 
Purity  depended  upon  breaking  the  power  of  the  British  Parlia- 
ment to  legislate  about  Irish  commerce.  This  was  done  by  two 
British  Acts  :  one  of  1782,. which  repealed  the  "Declaratory  Act," 
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6  Geo.  I.,  and  another  of  1783,  which  "renounced"  all  legidative 
and  judicial  supremacy  over  Ireland.  From  this  time  until  the 
Union,  England  ceased  to  have  power  over  Irish  commerce;  and 
Ireland  was  able,  if  she  wanted,  to  prohibit  English  goods  from 
her  ports,  or  at  least  to  impose  very  heavy  duties  on  them.  Why 
did  not  the  Irish  Parliament  then  raise  the  Irish  duties  against 
British  goods  to  at  least  equal  the  British  duties  against  Irish 
goods?  The  matter  was  debated,  in  a  full-dress  debate  in  the 
Irish  House  at  Commons  in  April,  1784,  and  the  House  decided 
by  123  to  37  votes  that  Ireland  would  be  safer  under  a  free  trade 
policy.  This  decision  (on  a  proposal  to  protect  the  woollen  indus- 
try) is  very  remarkable.  It  was  produced  partly  by  fear  that 
England  might  have  retaliated  by  refusing  to  import  Lrish  linens ; 
partly  it  was  the  result  of  an  enlightened  expediency,  since  Foster 
and  others  proved  (by  an  exposition  of  free  trade  principles  that 
could  not  have  been  surpassed  by  Adam  Smith  himself)  that  pro- 
tective duties  would  "only  serve  to  irritate  England  without  doing 
any  good  to  Ireland."  The  Irish  statesmen  at  this  time,  there- 
fore, made  use  of  bounties  for  the  development  of  trade,  and  deli- 
berately refrained  from  a  policy  ol  protective  tariffs  (see,  for 
several  instances,  Lecky,  ii.,  pp.  383-7). 

Foster's  Com  Law  of  1784  and  Pitt's  Commercial  Proposi- 
tions of  1786  are  the  next  events  of  importance  in  regard  to  Irish 
economics.  At  this  time  the  imports  from  England  were  under 
one  million,  while  the  exports  to  England  were  above  two  millions 
and  a  half.  Consequently,  a  proposal  for  complete  equality  of 
trade  bet^^een  England  and  Ireland  was  a  much  greater  boon  to 
the  latter  than  to  the  former  :  but  Ireland  was  to  purchase  it  by 
paying  a  fixed  contribution  in  time  of  peace  and  war  to  the 
general  defence  of  the  Empire.  That  was  Pitt's  idea,  and  it  was 
one  acceptable  to  Irish  statesmen.  The  Commercial  Propositions 
failed,  because  the  English  merchants  would  not  have  firee  trade 
with  Ireland,  and  because  the  English  Parliament  wanted  to 
recover  its  power  to  legislate  for  the  commerce  of  both  countries, 
thereby  infringing  upon  the  independence  of  the  Irish  Parliament. 
Mr.  Lecky,  in  his  comments  upon  the  whole  fiasco  of  1785,  has  a 
remarkable  passage  showing  that  "economical  opinion  at  this  time 
was  more  enlightened  in  Ireland  than  in  England " ;  it  was  so 
mainly  because  the  whole  course  of  Irish  history  had  tended  to 
exhibit  the  benefits  of  a  free  trade  policy,  whereas  the  course  of 
English  history  had  tended  to  develop  a  strong  bias  towards  monO' 
poly.  From  that  date  on  to  the  Union,  "Ireland  as  a  distinct 
country  continued  to  legislate  independently  tox  her  comnMToe, 
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Wii  her  Parliament  did  not  show  the  faintest  disposition  to  inter- 
fere with  English  <5oinmercial  interests."  In  the  words  of  Lord 
Westmorland,  who  was  Lord  Lieutenant  in  1790 — "No  restraint 
or  daty  has  been  laid  upon  British  produce  or  manufacture  to 
prejudice  the  sale  in  this  country,  or  to  grasp  at  any  advantage 
to  urticles  oi  Irish  manufacture,  nor  has  any  incumbrance,  by 
duty  or  otherwise,  been  laid  on  materials  of  manufacture  in  the 
raw  or  middle  state,  upon  their  exportation  to  Great  Britain.  At 
the  same  time,  in  everything  wherein  this  country  could  concur 
in  strengthening  and  securing  the  navigation  and  commerce  of  the 
Empire,  the  Government  has  found  the  greatest  readiness  and 
facility"  (Lecky,  ii.,  pp.  443,  458). 

So  we  pass  on  to  the  Parliamentary  Union  of  1801.  It  did  not 
establish  free  trade  between  the  two  countries,  but  it  gave  Ireland 
equality.  After  1779,  no  progress  had  been  made  in  this  direction 
until  1793,  when  "the  right  of  Ireland  to  participate  in  the  East 
India  trade  was  now  fully  acknowledged ;  the  Irish  Parliament 
agreed  to  recognise  the  monopoly  of  the  East  India  Company, 
and  when  the  charter  of  that  Company  was  renewed  for  twenty 
years,  provisions  were  made  which  substantially,  though  with 
some  restrictions,  removed  the  grievance  of  exclusion  of  which 
Irish  statesmen  had  hitherto  complained.  The  East  India  Com- 
pany undertook  that  a  ship  of  800  tons  burden  should  sail  annually 
from  Cork  to  India  for  the  purpose  of  carrying  Irish  goods" 
(Lecky,  iii.,  p.  187).  At  this  same  time,  in  1793,  Grattan  asked 
for  another  attempt  to  be  made  to  settle  the  commercial  relations 
of  England  and  Ireland  on  a  basis  of  perfect  reciprocity,  what 
tad  failed  to  be  done  in  1785.  There  were  outstanding  instances 
^tere  Irish  goods  (mostly  textiles)  were  not  admitted  to  Great 
Britain  on  fair  terms:  "England  still  maintained  her  woollen 
'^^poly  by  imposing  a  prohibitory  duty  of  d62  Os.  6d.  per  yard 
^  one  class  of  woollen  goods  imported  from  Ireland,  and  of 
6*.  per  yard  on  another  class,  while  the  corresponding  duties 
imposed  on  these  goods  when  imported  from  England  into  Ireland 
I  were  only  5Jd.  and  l}d.  per  yard.     Irish  printed  linens  were 

Bubject  in  England  to  an  import  duty  of  65  per  cent.,  while  the 
(xsresponding  duty  in  Ireland  was  only  10  per  cent.  Cotton  goods 
paid  an  import  duty  in  England  of  30  per  cent.,  in  Ireland  only 
10  per  cent.**  *  Grattan  wanted  all  such  inequalities  removed,  lest 
a  war  of  hostile  tariffs  should  arise  to  estrange  the  two  countries. 

'  Mr.  Leeky  (iii., pp.  187-8)  uses  '*  round  figures  "  in  this  paragraph  ;  for  the 
•ctoal  figuiM,  see  Miss  Murray,  p.  230.  Thus  '*  65  per  cent."  is  aotuaUy 
iM  lOt.  lOd.  per  £100  value ;  and  so  on. 
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But  the  Government  declined  to  reopen  a  question  that  was  so 
likely  to  meet  with  great  opposition  in  England. 

The  commercial  clauses  of  the  Act  of  Union  are  contained  in 
Article  VI.,  which  is  one  not  easy  to  summarise,  though  less 
complicated  than  are  the  financial  clauses  contained  in  Article  VII. 
The  equality  established  between  British  and  Irish  commerce 
may  be  suflSciently  gathered,  perhaps,  from  the  following  epitome, 
viz. : — 

(1)  Exports  from  one  country  to  the  other  were  to  be  free  of 

all  duty,  prohibitions,  or  bounties  whatever  :  com,  meal, 
flour,  and  biscuits  only  excepted. 

(2)  Imports  likewise  were  to  be  free  of  all  duty,   except  for 

those  articles  specially  enumerated,  for  which  specified 
import  duties  were  stated,  viz. : — 

(a)  Ten  per  cent,  ad  valorem  duties  (lasting  for  twenty 
years)  were  fixed  for  eighteen  articles,  named  in  a 
Schedule:  "Cotton,  other  than  calicoes  and  muslins," 
being  one  of  these  eighteen. 

(b)  "Calicoes  and  muslins"  imported  were,  for  eight 
years,  to  pay  the  full  existing  Irish  protection-duty  (65  per 
cent,  roughly) ;  then,  for  another  eight  years,  this  duty 
would  fall  by  equal  steps,  until  in  the  sixteenth  year  it 
became  10  per  cent.,  at  which  it  would  stand  till  the 
twentieth  year  after  the  Union.  The  same  applied  also 
to  "cotton  yam  and  twist,"  except  that  by  the  sixteenth 
year  th^  duty  would  be  reduced  to  zero. 

(c)  Woollen  manufactures,  imported  into  either  coun- 
try, were  to  pay  (for  twenty  years)  the  existing  Irish 
importation  duty.  (SJd.  per  yard  on  "Old  Drapery,"  and 
about  IJd.  per  yard  "New  Drapery.") 

(d)  Salt,  Hops,  and  Coal  were  not  (for  twenty  years) 
to  pay  when  imported  into  Ireland  a  duty  exceeding  the 
existing  Irish  importation  duties  on  these  raw  materials. 

(3)  When  any  article  was  paying  in  either  country  an  *excise 

(or  internal)  tax,  then  if  that  article  were  imported  from 
the  other  country  it  must  pay  a  countervailing  import 
duty  of  equal  amount  to  the  said  excise  tax.  And  when 
leaving  the  said  "other  country,"  it  could  claim  a  draw- 
back equal  to  this  countervailing  duty  so  taken.  Power 
was  reserved  for  the  United  Parliament  to  vary  the  excise 
taxation,  and  consequential  countervailing  duties,  of  either 
country,  in  the  manner  provided  by  the  financial  clauses 
of  Article  VH. 
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(4)  As  regards  imports  and  exports  in  trade  with  foreign  or 
colonial  countries,  each  country  was  to  be  treated  alike, 
whether  they  traded  directly  or  traded  through  the  other 
country's  ports. 

The  text  of  the  Act  of  Union  can  be  consulted  to  confirm  the 
essential  accuracy  of  this  short  summary  (see  Plowden's  Historic 
cd  View,  Appendix).  It  shows  how  nearly  the  arrangements  for 
equal  trade  laid  down  by  the  terms  of  the  Union  approached  to 
an  absolute  "free  trade"  between  Ireland  and  Great  Britain. 
The  post-Union  duties,  of  only  10  per  cent,  for  the  most  part, 
were  to  guarantee  the  "protection"  of  the  existing  Irish  tariff 
for  a  period  of  twenty  years  after  the  Union ;  and,  for  the  same 
period,  Ireland  was  guaranteed  that  she  would  get  all  the  salt, 
hops,  and  coal  she  required  (being  raw  materials  for  important 
Irish  industries)  at  a  tariff-charge  "not  exceeding"  what  she  was 
aheady  paying.  The  tariff  could  not  be  raised  on  these  things, 
but  it  might  be  lowered ;  so  Miss  Murray  is  not  justified  in  a 
criticism  she  makes,  where  she  says  :  "Hops,  salt  and  coal  were 
for  ever  to  continue  subject  to  the  present  duties  on  importation 
iuto  Ireland"  (Commercial  Relations,  p.  334).  She  is  right, 
however,  in  another  criticism,  viz. :  "None  of  the  commercial 
terms  of  the  Union  gave  any  preference  to  Irish  goods  over  foreign 
as  the  Commercial  Propositions  (1785)  had  done,  and  so  even 
Irish  linens  were  to  have  no  security  against  the  rivalry  of  foreign 
linens  in  the  British  markets"  (id.,  p.  335).  It  was,  however, 
important  that  there  could  be  no  prohibition  in  the  future  to 
prevent  Ireland  from  obtaining  the  use  of  British  wool,  and 
woollen  or  worsted  yarns,  and  British  coal;  also  that  England 
could  no  longer  give  bounties  on  the  exportation  of  her  goods  to 
Ireland. 

There  can  be  but  small  difference  of  opinion  that  the  effects  of 
the  Union  were,  at  the  time,  most  injurious  to  Irish  industry, 
while  being  most  stimulating  to  Irish  agriculture.  And  the  inter- 
pretation usually  offered  is  that  the  "infant "  industries  of  Ireland 
were  left  without  protection,  so  they  shrivelled  up  before  the  com- 
petition of  the  old-established  English  industries.  Thus,  Miss 
Murray,  as  if  the  thing  were  obvious,  writes  :  **Free  trade  under 
certain  conditions  caimot  be  an  advantage.  It  could  not  be  an 
advantage  to  a  poor  country  like  Ireland,  in  which  industries 
were  in  their  infancy,  and  which  existed  side  by  side  in  the 
closest  commercial  intercourse  vnth  a  rich  country  where  indus- 
tries had  long  flourished"  (Commercial  Relations,  pp.  337,  351). 
Naw,  personally,  I  do  not  find  this  sort  of  thing  helpful  in  under- 
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standing  what  was  happening  to  Irish  industries  at  this  epoch. 
The  commercial  clauses  of  the  Union  were  aknost  identical  with 
those  Commercial  Propositions  which  Irish  statesmen  had  ardently 
desired  to  have  carried  in  1785,  and  again  in  1793  :  jHrovided  only 
the  independent  constitution  of  Ireland  were  preserved  intact. 
We  have  seen  that,  prior  to  the  Industrial  Revolution  which 
applied  machinery  to  manufacturing,  it  was  English  manufftc- 
turers  who  bad  required  protection  against  Irish  competition,  and 
not  the  other  way  round.  The  Irish  industries  were,  at  this  time, 
not  infants ;  but  they  were  old-fashioned  hand-work  affairs,  which 
became  obsolete  when  there  arrived  the  new  ''infants"  of  that 
time,  the  machine-made  textile  industries  bom  of  the  "New 
Inventions."  Miss  Miuray  writes  (id.,  p.  347) :  "It  was  diflScult, 
if  not  impossible,  for  a  small  Irish  manufacturer  with  little  capital 
to  erect  the  new  expensive  machinery  which  British  capitalists 
were  beginning  to  use,  and  which  was  resulting  in  such  a  cheapen- 
ing of  production.  As  the  era  of  the  development  of  mechamsm 
advanced,  Irish  manufacturers,  more  especially  the  wodlen  manu- 
facturers, found  that  they  had  not  the  material  resources  neces- 
sary to  meet  it,  and  the  ruin  of  the  woollen  industry  was  more 
complete  than  that  which  had  resulted  from  the  rejnressive  legis- 
lation of  nearly  a  century  and  a  half."  This  seems  so  obvious,  if 
one  only  stops  thinking  I  But  in  all  this  she  is  allowing  a  theory 
to  blind  her  vision ;  for  the  historical  facts  of  the  time  contradict 
what  she  asserts.  The  rapid  rise  of  the  new  cotton  manufacture 
in  Ireland  at  this  time — she  says  herself,  "for  the  first  quarter 
of  the  nineteenth  century  the  cotton  manufacture  bid  fair  to 
become  the  staple  industry  of  Ireland  "  (id.,  p.  349) — means  that 
plenty  of  capital  was  available  for  there  providing  the  "new 
expensive  machinery."  And  again,  when  the  wet-spinning  process 
made  machine-methods  applicable  to  the  spinning  of  flax  yams, 
there  was  plenty  of  capital  available  for  erecting  the  linen  factories 
of  the  new  time  after  1828.  As  for  the  decay  of  the  Irish  wocrflen 
industry  after  the  Union,  that  will  not.  be  understood  by  any 
person  who  does  not  know  the  technical  distinction  between 
"woollen"  and  "worsted."  These  became  two  quite  distinct 
industries  once  machinery  was  applied  to  their  manufacture,  ai^d 
they  required  quite  different  kinds  of  wool.  The  Irish-grown 
wool  is  now  quite  unsuitable  for  the  woollen  machine-processes : 
it  is  a  worsted  wool.  But  the  worsted  yam  processes  are  far  more 
elaborately  machined  than  the  comparatively  very  simple  processes 
of  the  woollen  yam  manufacture ;  for  example,  it  involves  the  vse 
of  machine-combing,  the  highly-ingenious  machinery  for  which 
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is  80  monopolised,  by  patents,  that  the  world's  business  of  spin- 
ning worsted  yam  has  to-day  become  located  inside  one  small  area 
in  south-west  'Ji'orkshire.  After  this  great  technical  change,  the 
woollen  industry  of  Ireland  had  to  depend  for  its  raw  material 
on  imported  wools,  and  the  native  wool  of  Ireland  is  exported. 

My  own  view  is  that  free  trade  had  little  or  nothing  to  do 
with  the  industrial  decay  which  followed  the  Union  in  Ireland. 
We  must  assume  this  decay  as  a  matter  of  fact,  though  it  was 
probably  more  in  evidence  in  the  city  of  Dublin,  and  the  decay 
of  the  inland  country  towns  came  much  later.^  No  one  then 
understood  the  economic  needs  of  Ireland  better  than  Mr.  John 
Foster,  Speaker  of  the^Irish  House  of  Commons ;  and  his  famous 
speeches  against  the  Union  indicate  nothing  of  the  dangers  of 
free  trade.  Speaking  on  February  17th,  1800,  he  said:  "Can 
those  who  now  hear  me  deny  that  since  the  period  of  1782  this 
oomitry  has  risen  in  civilisation,  wealth,  and  manufacture,  until 
interrupted  by  the  present  war,  ia  a  greater  proportion  and  with 
a  more  rapid  progress  than  any  other  country  in  Europe,  and 
much  more  than  it  ever  did  itself  in  a  like  period  before?  And  to 
what  has  this  improvement  been  owing,  but  the  spirit,  the  con- 
tent and  enterprise  which  a  free  Constitution  inspiredj  To 
depress  whidi  spirit,  and  to  take  away  which  Constitution,  are 
the  objects  of  the  present  measure"  (Lecky,  v.,  p.  389).  Now 
the  two  passages  which  I  have  put  in  italics  in  this  quotation  hint 
at  a  great  part  of  the  explanation  we  are  looking  for.  The  time 
was  most  unfortunate  for  such  a  change  in  the  constitution  of 
Irish  government.  Those  who  have  studied  the  social  evils  which 
grew  up  among  the  masses  of  the  English  peoj^e  during  the  long 
continuance  of  the  Frendi  Bevolution  and  Napoleonic  Wars  will 
find  there  a  state  of  things  which  we  cannot  rightly  suppose  that 
Ireland  would  have  wholly  escaped,  whether  Union  or  no  Union. 
On  the  top  (tf  the  impoverishment  due  to  the  Great  War,  we  must 
heap  the  far-reaching  transformations  <^  the  Industrial  Bevolu- 
tkm,  which  was  now  rendering  obsolete  the  hand-spiiming  employ- 
ment that  had  kept  the  country  districts  of  Ireland  at  work 
supplying  yam  for  the  looms  of  England  as  well  as  of  Ireland. 
The  rise  of  spinning  factories  was  sucking  into  the  towns  (along 
the  coast,  (X  located  on  the  coal-fields)  the  old  industrial  life  of 

^  The  Rnnl  Population  (<.e.,  outdde  towns  of  2,000  inhabitants)  was  7,030,659 
«t  Caoraa  of  1S41,  but  only  S,910,624  in  1911.  For  an  area  of  32,000  square 
nules  the  former  means  220  persons  to  the  square  mile,  the  latter  only  91  persons 
to  the  square  mile.  Now  this  evacuation  of  the  rural  districts  caused  (I  suggest) 
tU  deeay  of  the  inland  country  towns ;  and  the  main  operating  cause  was 
ik  ^§a  cffrte  trad%  on  agrievUure  afUr  1846.  The  decay  of  Dublin,  foUowing 
the  Union  immediately,  was  due  to  the  loss  of  the  Parliament. 
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the  country-side  both  in  England  and  Ireland.  The  very  factors 
which  now  enfeebled  industry  were  stimulating  agriculture  :  Eng- 
land had  ceased  to  export  com,  and  was  soon  diminishing  its  own 
corn-growing.  The  conditions  set  up  in  England  by  the  Wax 
necessitated  an  increasing  importation  of  com  from  Ireland;  bo 
that  "the  export  trade  in  cereals  to  Great  Britain  was  the  one 
Irish  trade  which  prospered  greatly  after  the  Union,  and  whicli 
continued  to  prosper  "  for  many  years  even  after  the  repeal  of  the 
Com  Laws  in  1846.  Just  at  this  critical  time — when  enterprise, 
confidence,  and  hope  were  needed  if  the  opportunities  of  the  new^ 
era  were  to  be  seized  for  Ireland's  advantage — came  the  paralysis 
of  the  Union ;  it  took  the  very  heart  out  of  Ireland,  and  substituted 
the  stepmotherly  indifference  of  an  alien  Assembly  for  the  parental 
care  of  a  native  Parliament. 

It  is  a  matter  of  history  that  there  were  three  Unions,  not  one, 
before  Ireland  was  absorbed  into  the  system  of  the  United  King- 
dom. In  1800  (by  39  and  40  Geo.  III.,  c.  67)  we  had  the  Legis- 
lative Union ;  in  1816  (by  56  Geo.  III.,  c.  98)  we  had  the  Union 
of  Treasuries,  commonly  called  the  amalgamation  of  the  Ex- 
chequers; in  1824  (by  4  Geo.  IV.,  c.  72)  we  had  the  Customs 
Union — the  cross-Channel  trade  was  then  reduced  by  statufe  to 
the  status  of  a  coasting  trade,  and  was  made  free  of  all  counter- 
vailing duties.  I  am  afraid  that  few  persons  realise  the  outstand- 
ing importance  of  the  year  1824  in  Irish  economic  history.  When 
Miss  Murray  wrote — "The  economic  history  of  Ireland  during 
the  nineteenth  century  divides  itself  naturally  into  two  periods, 
the  famine  of  1846-7  forming  the  dividing  line" — she  was  per- 
petuating a  very  common  blindness.  It  is  a  matter  of  fact,  how- 
ever, that  the  year  1824  is  the  pivotal  turning-point  in  the  indus- 
trial history  of  Ireland.  Just  see  what  was  happening  in  that 
year. 

The  post-Union  protective  duties,  amounting  to  about  10  per 
cent,  ad  valorem,  then  ceased  (by  4  Geo.  IV.,  c.  26,  and  5  Geo. 
IV.,  c.  22),  by  a  descending  scale  ending  in  1830;  and  free  trade 
began  between  Great  Britain  and  Ireland.  In  1824  also  a  conamon 
system  of  weights  and  measures  (by  5  Geo.  IV.,  c.  74)  and  of 
moneys  (by  6  Geo.  IV.,  c.  79),  for  both  countries  was  adopted. 
More  important  still,  in  1824  regular  steam  navigation  first 
began  :  viz.— Mr.  C:  W.  Williams  then  started  the  City  of  Dublin 
Steam  Packet  Company,  trading  between  Dublin  and  Liverpool, 
and  the  G.  and  J.  Bums  Line  started  in  the  same  year,  trading 
between  Belfast  and  Glasgow.  A  journey  which  the  ssdl-packet 
from  Chester  had  taken  sometimes  a  week  to  perform  now  became 
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a  regular  trip  of  fourteen  hours,  or  less.  Then  in  1828,  the  Linen 
Board  of  1711 — ^whose  operations  were  so  denounced  by  Arthur 
Young  in  his  Tour  in  Ireland — came  to  its  final  dii^solution  (by 
9  Geo.  IV.,  c.  62) ;  some  of  its  functions  were  transferred  to  the 
Lord  Lieutenant  for  a  time,  so  that  the  last  regulations  of  the 
linen  trade  by  public  authority  did  not  finally  lapse  until  the  year 
1842.  It  was  an  undesigned  coincidence  that  about  the  same 
date,  1828,  the  application  of  machinery  to  the  wet-spinning  of 
flax  led  to  the  modem  linen  factory,  and  to  the  concentration  in 
and  around  Belfast,  and  at  a  few  other  centres  in  Ulster,  of  an 
industry  previously  spread  widely  through  the  homes  of  the  Irish 
peasants,  especially  in  Connaught. 

During  the  ninety  and  odd  years  since  1824,  under  the  influ- 
ence of  free  trade  conditions,  industrial  Ireland  has  undergone 
an  economic  transformation  so  complete  that  it  is  difficult  to 
realise  the  logical  impossibility  of  comparing  the  Ireland  of  to-day 
with  the  Ireland  of  fifty  or  sixty  years  ago.  Certainly  few  people 
have  ever  mentally  grasped  the  facts  of  the  prodigious  stimulus 
that  has  been  given  to  the  commerce  of  Ireland  by  the  new  free- 
trade  era  that  opened  in  1824.  Yet  it  is  from  that  epoch  that  we 
must  date  the  growth  (1)  of  the  modem  linen  trade ;  (2)  the  Irish 
porter  exports ;  (3)  the  large  live-stock  industry ;  and  (4)  a  great 
Irish  grain  trade  to  Great  Britain  (a  preferential  market  from 
1823  to  1845),  which  culminated  in  1838,  but  only  began  to  fall 
away  rapidly  after  1861,  with  the  advent  of  the  new  American 
prairie  produce.  Later  still,  in  the  'fifties  and  'sixties,  we  have 
had  the  rise  and  growth,  under  free-trade  conditions,  of  the  iron 
and  steel  shipbuilding,  of  fhe  modern  factory  woollen  industry, 
and  of  the  biscuit  manufacture. 

When  we  try  to  contrast  the  Ireland  before  1824  with  the 
Ireland  of  to-day,  as  might  be  expected  we  find  that  Ireland  was 
then  more  self-contained;  which  necessarily  means  that  it  was 
very  much  poorer.  Most  of  the  country  people  were  then  clothed 
with  home-made  materials.  The  country  produced  all  its  own 
breadstuffs,  and  had  a  considerable  surplus  of  grain  and  meal  for 
export.  The  meat  exports  then  formed  a  victualling  trade,  chiefly 
of  salted  provisions,  for  the  live-cattle  business  only  became  con- 
siderable after  legular  fast  steam  conamunication  with  Great 
Britain  was  established.  We  find  in  1824  no  importation  of 
Indian  com,  or  of  other  foodstuffs,  such  as  so  largely  obtains 
to^y.  Among  exports,  everything  wewb  then  agricultural,  with 
the  one  big  exception  of  the  linen  trade,  which  came  to  between 
two  and  a  half  and  three  millions  sterling  in  annual  value,  i.e., 
No.  106.— VOL.  xxvn.  f 
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not  a  sixth  of  the  linen  export  of  to-day,  although  the  article  has 
since  so  much  cheapened  in  price.  Moreover,  the  linen  trade 
figures  then  included,  besides  yam,  a  considerable  export  of 
"rough"  (i.e.,  scutched)  and  "dressed"  (i.e.,  hackled)  flax. 

When  we  turn  to  the  Ireland  of  to-day,  we  have  to  make 
acquaintance  with  a  group  of  facts  which  are  so  new  that  few 
people  are  yet  aware  of  them.  The  ideas  still  prevalent  in  the 
minds  of  the  Irish  people  about  Ireland  may  have  come  down  by 
tradition  from  some  Ireland  of  the  past  times  (which  probably 
never  existed^J) ;  but  they  are^  to  a  surprising  degree,  wholly 
inapplicable  (because  false)  to  the  Ireland  of  to-day.  Modern 
Ireland  is  a  terra  incognita  to  most  of  the  Irish  people.  It  is  the 
creation  of  free  trade  conditions,  and  thrives  by  free  trade — yet 
most  Irish  people  blandly  believe  that  it  is  free  trade  that  has 
"ruined"  Ireland,  although,  in  truth,  there  never  was  a  period 
in  the  whole  history  of  Ireland  when  the  country  was  so  pros- 
perous; and  especially  so  its  manufacturing  industries,  which 
many  of  us  sarcastically  compare  with  the  Irish  snakes  in  being 
conspicuous  only  by  their  absence.  But  all  this  popular  prejudice 
is  false,  and  the  true  facts  are  quite  otherwise. 

To  justify  these  statements,  it  is  necessary  to  examine  and 
to  interpret  the  statistics  of  modem  Ireland — ^which  is  a  painful 
operation  that  rouses  an  invincible  repugnance  in  most  of  us.  I 
will  take  at  present  only  the  figures  for  the  external  trade  in 
exports  and  imports  at  Irish  ports,  beginning  in  1904,  which  the 
Department  began  publishing  in  1906.  But  other  lines  of  con- 
firmatory evidence  exist  in  the  Census  of  Production  for  1907,  in 
the  Decennial  Censuses  from  1841  downwards,  and  elsewhere. 

The  only  analysis  that  the  Department's  statistician  gives  of 
Irish  imports  and  exports  is  to  group  them  under  three  classes : 
(1)  Farm  produce,  food,  and  drink;  (2)  raw  materials,  which 
includes  coal ;  (3)  manufactured  goods.  These  three  classes  are 
indicated  by  the  bracketed  numbers  in  the  central  column,  in  the 
following  table : — 

From  this  table  we  can  see  that  for  the  single  year  1914 
(column  B)  the  exports  were  valued  at  77*31  millions  sterling  •' 
exceeding  the  imports,  valued  at  7366  millions  sterling,  by  a 
considerable  excess.  But  1914  was  an  abnormal  year  by  the  fact 
that  the  War  was  affecting  five  months,  August  to  December, 
inclusive.  It  is  better,  when  forming  general  views  about 
Ireland's  trade,  to  confine  our  attention  to  coliunn  A,  which  repre- 
sents (both  in  millions  sterling  and  by  percentages)  the  average 
conditions  for  the  previous  ten  years,  1904-13,  inclusive.    Now, 
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Analysis  of  Isbland's  Annual  Tbadb. 
Column  (A)= Average  of  10  years,  1904-13 ;  Column  (B)«  Year  1914. 


Impobts. 

EZPOBTS. 

(B) 
£Million8. 

Per 
£  Millions.    Cent. 

Class 

of 
Qoods. 

Per 
£  Millions.  Cent. 

(B) 
£  Millions. 

2726 
10-27 
86-13 

23-24=36-8 

9-46=15-2 

80-26=48-0 

(3) 

34-34=54-5 

403=  6-4 

24-65=39-1 

41-61 

4-52 

3118 

73-66 

62-96=1000 

Totals 

6302=100-0 

77-31 

what  does  column  A  tell  us  about  Irish  trade?  Notice  the  very 
large  importation  of  food  and  farm  produce :  they  are  36'8  per 
cent,  of  the  Ireland  imports.  Notice,  again,  the  quite  large 
exportation  of  manufactured  goods :  they  are  39*1  per  cent,  of 
Ireland's  exports.  Can  we  continue  to  suppose,  in  the  face  of 
such  facts,  that  "Ireland  is  chiefly  an  agricultural  country,  with 
few  industries  worth  speaking  about*'?  Moreover,  we  have  to 
mentally  grasp  what  the  class  "Farm  Produce,  Food,  and  Drink  " 
here  includes — namely,  Guinness's  brewery,  Jacob's  biscuit 
factory,  Gallagher's  tobacco  factory,  Jameson's  whiskey  distillery, 
the  big  bacon  curing  establishments,  etc.,  all  of  Ihese  being 
highly  capitalised  industries  with  elaborate  plant  and  machinery, 
make  it  quite  clear  that  class  (1),  "Farm  Produce,  Food,  and 
Drink,*'  cannot  be  accepted  as  representing  only  agricultural 
exports.  If  these  industrial  items  were  shifted  from  class  (1)  to 
class  (3),  we  may  easily  believe  that  Ireland's  exports  contain  at 
least  as  much  from  the  output  of  Ireland's  industries  as  it  does 
from  the  output  of  Ireland's  agriculture  :  it  only  needs  a  shifting 
of  6  millions  worth  of  value,  in  a  total  export  of  63  millions 
sterling,  to  make  the  two  equal.  We  must  draw  the  conclusion 
already  from  this  simple  table  that  Ireland  is  not  a  country  which 
exports  mainly  agricultural  products  and  imports  mainly  manu- 
factm:^  products.  That  view  is  radically  false  of  present-day 
Ireland,  which  is  a  country  that  enjoys  the  good  fortune  of  having 
mixed  employments,  both  industrial  and  agricultural.  This  con- 
clojBion  can  be  confirmed  from  the  independent  evidence  supplied 
by  the  Census  of  Production  for  the  year  1907. 

But  we  may  analyse  the  figures  of  Ireland's  trade  in  a  much 
bett^  way  for  our  present  purpose  than  the  Department's  statis- 
tician has  cared  to  do.     We  desire  to  learn  how  Ireland  lives, 
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considered  as  an  isolated  hoasehold.  What  are  the  pt 
articles  which  she  is  producing  for  sale  to  the  world?  Wl 
the  principal  articles  which  she  requires  to  purchase?  I  w 
answer  the  first  question  only ;  and,  for  that  purpose,  I  vi 
the  particulars  only  of  the  exports,  and  will  arrange  them 
in  order  of  magnitude  by  estimated  values. 

Pbikoipal  Exports  of  Ireland. 
(Qrouped  aeeording  to  disHnet  employmenta.) 


% 

Tear  1914. 

Tear  1913. 

\ 

1.  Linen  Trade  (3) 

2.  Cattle  Trade  (6)          

^3.  Bacon  Industry  (6)      

M.  Butter  Trade  (4)         

6.  Eggs  and  Poultry  (3) 

6.  SteamBhi])B  (1)              

17.  Cotton  Goods  m         

8.  Woollen  Manufacture  (10)    ... 

9.  Porter  and  Ale  (2)       

10.  Whiskey  (1)      

11.  te[orBe8(3)          

12.  Pig  Trade  (1) 

£ 

16,031,816 

14,845,161 

4,872,096 

4,924,024 

4,487,326 

6,703,260 

2,276,174 

2,808,694 

2,452,206 

1,930,377 

1,431,045 

736,688 

£ 
16,009,326 
16,464,468 
4,430,061 
3,954,611 
4,048,088 
3,148,000 
2,722,350 
2,364,120 
2,293,879 
2,008,500 
1,703,260 
1,024,197 

Total  of  above      

Other  Exports      

62,497,856 
14,813,196 

59,150,800 
14,735,650 

All  Irish  Exports        

77,311,052 

73,886,410    1 

1  These  items  are   incomplete,  being  partly  exported  iindei 
such  as  **  Parcels  Post,"  "  Provisions  and  Groceries,"  "  Apparel," 

In  this  table  I  have  indicated,  by  the  bracketed 
the  name  of  each  employment,  the  number  of  iU 
Department's  list  of  exports,  which  I  have  combine 
total  for  that  emplojnnent  given  in  the  above  co 
example,  "Linen  Trade"  covers  the  three  items  c 
yams,  and  linen  cloth.  It  will  be  observed  that  the  v 
or  employments,  while  fluctuating  yearly,  maintaiii 
position  in  the  table  fairly  steadily.  Hence  y^e  ar 
concluding  that  we  have  here  set  out  the  twelve  larg 
employments  of  modem  Ireland.  What  we  learn  ft 
is  that  eight  out  of  the  twelve  are  capitalised  inc 
elaborate  machinery.  The  four  others  are  live-stoc 
other  agricultural  products  of  Ireland  being  consul 
mainly  on  the  farms  in  producing  the  live  stock 
seems  to  me  conclusive  on  the  point  that  the  industi 
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SO  far  from  being  negligible  in  comparison  witH  tEe  agriculture 
of  Ireland,  are  probably  producing  more  wealth  than  the  land  of 
Ireland  produces  under  the  present  system  of  usage.  I  have  else- 
where summed  up  the  situation  in  Ireland  to-day  as  follows  : 
"There  are  two  Irelands  :  a  rural  population  of  about  three 
millions  purely  agricultural,  and  a  civic  population  of  about  one 
and  a  half  millions  purely  industrial.  And  these  two  are  producing 
about  equal  amounts  of  wealth"  (Oxfori  Survey  of  British 
Empire,  under  the  article  "Ireland  ").  Such  is  the  economy  of  the 
modem  Ireland  that  came  into  existence  under  free-trade  condi- 
^-  tions  since  1824,  and  it  is  a  picture  of  their  own  country  that  very 

few  Irishmen  will  recognise.  For,  as  I  said,  Ireland  is  a  terra 
incognita  to  the  generation  that  to-day  lives  in  it. 

A  system  for  the  "protection  "^  of  industry  by  tariffs  can  do  no 
f  f  more  than  secure  for  industry  the  home  market ;  when  it  does  so 

J  for  one  industry  it  puts  up  the  expenses  against  every  other 

m  industry.    For  every  plus  there  must  be  a  minus ;  perhaps  people 

are  protectionists  merely  because  it  is  generally  easier  to  see  one 
pins  than  a  multitude  of  minuses.  But  Ireland  is  a  small  country, 
and  can  provide  only  a  small  market.  The  industries  of  Ireland 
DOW  existing  all  manufacture  for  an  export  trade :  there  is  not 
one  of  them  could  live,  let  alone  thrive,  if  it  were  restricted  to 
the  home  market.  Having  to  export  and  to  maintain  its  place  in 
a  world-market,  anything  that  enhances  its  expenses  of  production 
most  be  most  injurious.  Because  "protection"  must  do  that, 
therefore  the  term  is  misleading  :  under  such  conditions  "protec- 
tion" does  not  protect,  it  enfeebles. 

Just  one  point  more  to  conclude  with.  When  we  examine  the 
imports  of  Ireland  and  compare  these  with  the  exports,  we  are 
impressed  by  one  broad  outstanding  feature  of  our  economy — viz.  : 
Lreland  is  not  self-contained.  What  we  produce  we  do  not  con- 
sume, we  export  it;  and  what  we  consume  we  do  not  produce, 
we  import  it.  Also  it  is  curious  that  we  find  a  large  number  of 
commodities  which  appear  both  as  imports  and  exports.  Is  it 
that  there  is  something  inadequately  adjusted  in  the  commercial 
arrangements  of  the  country  where  commodities  coming  in  are  met 
and  passed  by  the  same  commodities  going  out?  It  is  an  economic 
truth  that  a  small  country,  if  it  is  to  be  self-contained,  must 
remain  poor  :  it  can  only  become  wealthy  if  it  is  enabled  to  employ 
the  resources  of  other  lands  as  well  as  its  own — 'which  it  can  only 
do  by  developing*  its  foreign  trade.  We  know  that  the  external 
trade  of  Ireland  is  enormous  in  comparison  with  the  size  of  the 
comitry.    But  can  we  not  reflect  how  doubly  injurious  tariffs 
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would  be  under  circumstances  like  these  of  Ireland?  It  is 
for  some  thinkers  that  ''protection  "  plays  a  great  rdle 
modern  world.  But  it  may  be  noticed  that  a  system  of ' 
tion  "  only  becomes  endurable  ^hen  the  area  enclosed  is 
as  to  be  nearly  self-supporting  and  when  its  internal  comi 
developed  by  free  trade.  What  would  be  the  United  S 
America  to-day  if  the  forty-eight  States  were  protected 
themselves?  What  was  the  state  of  Germany  before  a  s; 
free  trade  united  all  the  separate  German  principalities  a 
doms  within  the  same  zoUverein?  Is  not  Bussia  abready 
as  to  be  self-sufl5cing?  Have  not  the  British  Colonies  in 
in  Australia,  in  South  Africa,  established  an  internal  free 
themselves  according  as  each  of  them  became  unified 
large  area  as  a  Dominion?  But  a  small  country  such  a 
cannot  afford  to  be  self-contained :  therefore,  it  dare  no 
to  build  up  industry  by  the  use  of  a  "protective"  tariff 
be  free  trade.  Yet  it  is  supposed  that,  if  a  poll  were  t 
great  majority  of  the  Irish  people  would  be  found  to  l 
tionists. 

C.  H.  i 
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Not  long  ago  an  Anglo-Bussian  econoniic  rapprochement  was 
pr^hed  both  in  Bussia  and  England  only  by  a  limited  group  of 
j^L  individuals  and  institutions,  and  notwithstanding  the  sympathy 
jr^  I  of  extensive  circles  these  endeavours  attained  but  modest  prac- 
•rj  I  ti<^  results,  remaining,  on  the  whole,  in  the  domain  of  pious 

Q.  f  aspirations.     The  cause  of  this  undoubtedly  temporary  failure  lies 

f.  i  probably  in  the  fact  that  these  endeavours  were  for  the  most  part 

g  based  upon  abstract  mutual  sympathies  inadequate  to  divert  into 

a  new  channel  currents  created  alike  by  tradition  and  long-stand- 
ing habits  in  the  commercial  relations  of  both  countries.  The 
world-war  which  has  broken  out  in  the  interim  has  plainly  shown 
that  the  idea  of  the  pioneers  of  an  Anglo-Bussian  economic 
rapprochement,  besides  objects  of  a  purely  economic  character, 
is  acquiring  profound  political  significance.  The  war  has  shown 
that  Grerman  commerce  and  industry,  while  pursuing  their  mate- 
rial ends,  had  in  view  not  only  peaceful  cultural  work.  The 
German  commercial  traveller  was  the  vanguard  and  scout  of  the 
German  army,  whose  task  it  was  at  the  fateful  moment  to  fortify 
with  the  sword  these  new  positions  and  obtain  by  force  a  new 
beneficial  commercial  treaty  in  order  to  guarantee  to  German  trade 
and  industry  for  many  years  ahead  favourable  conditions  for 
further  pacific  conquest.  In  view  of  this,  it  is  perfectly  natural 
that  until  by  force  or  voluntary  agreements  an  end  is  put  to 
German  militarism,  Bussia,  for  the  sake  of  self-preservation  and 
defence,  should  exert  every  effort  for  the  elimination  of  German 
influence  upon  her  internal  economic  life.  It  may  be  anticipated 
that,  thanks  to  the  experience  gained  by  Bussia  in  this  war,  which 
has  revealed  many  shortcomings  in  her  domestic  industrial-econo- 
mic organisation,  new  principles  will  be  introduced  into  the  pro- 
gtamme  of  Bussian  national  husbandry  with  a  view  to  the  preven- 
tion of  a  false  course  or  errors  in  tliis  sphere  hereafter.  As  we 
know,  the  war  has  revealed  the  hitherto  unsuspected  importance 
of  industry  in  the  task  of  imperial  defence,  while  it  has  estab- 
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lished  that  the  machinery  and  appliances  of  (rerman  ii 
which  in  peace  time  served  for  the  satisfaction  of  the 
demands  of  the  Bnssian  consumer,  at  the  moment  when 
began  were  converted  into  means  for  the  annihilation  of  tl 
and  resistance  of  the  Bussian  army.  It  is  quite  natura 
fore,  that  the  future  economic  programme  of  Bussia  sho 
exceptional  attention  to  the  development  of  existing  indi 
the  planting  of  new  forms  thereof,  protecting  particula 
branches  which  are  indicated  by  analysis  of  the  statistics 
and  by  the  existence  in  the  country  both  of  conditions  f 
facture  and  of  raw  materials.  Seeing,  however,  that  ever 
most  brilliant  development  of  her  ovm  industry  Bussia  \ 
time  to  come  will  require  imported  goods  in  large  qua 
example,  for  the  equipment  of  new  manufactures),  the 
eliminate  the  economic  influence  of  Germany  must  proce< 
with  the  protection  of  the  development  of  trade  with  oth 
countries;  of  course,  without  detriment  to  the  devel 
Bussian  industry.  There  is  no  doubt  that,  concum 
France,  the  United  States,  Belgium,  and  other  States 
cipal  fdle  in  the  dislodgment  of  German  trade  from  E 
fall  upon  England  as  a  country  disposing  not  only  of  \ 
industry,  but,  what  is  more  important,  having  at  b( 
in  conjunction  with  her  colonies,  considerably  greate 
than  Germany.  The  importance  of  England  as  a  ] 
foreign  commodities  for  Bussia  is  intensified  by  the  h 
is  simultaneously  a  very  large  consumer  of  raw  produc 
by  Bussia,  and  that  her  trade  and  industry  have  alway 
to  the  idea  of  the  pacific  conquest  of  Bussia,  after  tl 
contemporary  Germany.  It  is  evident  that,  thanks 
the  idea  of  an  Anglo-Bussian  commercial  rappn 
acquiring  a  fresh  momentum  based  upon  the  co] 
interests  of  both  countries,  and  is  being  emphasised  b 
sity  for  a  solution  of  both  daily  problems  of  a  practice 
others  of  essential  State  importance. 

The  statistical  tables  of  Bussia's  import  and  expoi 
European  countries  (vide  Table  No.  1),  with  whicli  : 
tains  most  animated  commercial  intercourse,  offer 
picture  of  Germany's  rapid  penetration  into  Russi 
life.  At  the  same  time  they  show  in  the  case  of  E 
occupies  the  second  place  after  Germany,  that  the  ^ 
her  trade  in  proportion  to  the  total  volume  of  import 
has  been  subject  to  a  constant  decline  since  1870.  ] 
of  these  sftatistics  shows  us  what  an  intricate  arid. 
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confronts  us  in  the  realisation  of  an  Anglo-Bussian  economic 
rapprochement. 

Table  No.  I. 

Exports  from  Russia.     (See  note  on  p.  222.) 


Sxporti. 


To 
Gennany* 


To 
Oi.Biitaln. 


To  Austria- 
Hungary. 


To 
Vtanoe. 


P4H 


To 
Holland. 


1870 
1880 
1880 
1900 
1008 
1906 
1907 
1908 
1900 
1910 
1911 
1912 
1918 


419,581 

18 
U 
80 
10 
fiO 
76 
66 
11 


1* 
1/ 
1,(>: 

ii'  > 

};: 

1^ 


1,518, 708 
1,420,666 


4tiL,036 
453,178 
462.637 


211 
27-8 
26-4 
261 
28-7 
26*4 
27-7 
27-9 
27-8 
270 
80-8 
20-9 
81-8 


11S217 

47-2 

1^:^380 

29-7 

21:!,T89 

29*4 

K:>,576 

20-8 

2^'  \206 

281 

21:.>.447 

20-7 

21^504 

21-8 

2J"),514 

22-2 

»%856 

20-1 

81:.,  476 

21-8 

8li7.032 

21-2 

827,811 

21*6 

266,864 

18-8 

16,469 
81,440 
82,987 
26,260 
46,660 
45.045 
42,626 
48,968 
60375 
49,785 
67,980 
78,409 
65.266 


8-9 
6-5 
4-4 

8-6 
4-2 
4-2 
4-0 
49 
4-8 
8*4 
4-6 
4-8 
4-6 


40,092 
55,641 
58,759 
57,450 
64,461 
76,606 
78,414 
64,626 
89,061 
98,646 
90,818 
98,187 
100,867 


9-6 
116 
71 
8-0 
6-9 
70 
70 
6-6 
6-2 
6*5 
6-7 
6-6 
71 


9,787 

27,246 

47,418 

69,804 

121,802 

107,959 

114,882 

98,816 

189,198 

195,982 

188,799 

168,991 

177,466 


2*8 

6-7 

6*8 

9-6 

11*8 

9-0 

10-9 

9*4 

18-2 

18-9 

11-9 

lO-l 

12-6 


Imports  into  Russia.     (See  note  on  p.  222.) 


IdUl 

ImpcKti. 


Ftom 
Gennany. 


Ftom  From  Auitriar         Froni 


Gt.  Britain. 


Hungary 


ITranoe 


It 


I 

II 


•S'S 


P4H 


1870 


402,446 
688,943 
468,096 
626,876 
686,087 
800,690 
847,866 
012661 
006.889 
1910  1.084,446 
19U  1,161,682 
1912  1.171,772 
19U    1,280,474 


1800 
1900 
1906 
1906 
1907 
1908 
1909 


159,020 
264.988 
124.888 
216,863 
240,411 
298,422 
887,367 
848,426 
868,268 
449,794 
487,780 
682,846 
642,766 


895 
45-4 
276 
84*6 
37-8 
37-2 
399 
38-2 
40-2 
41-8 
42-0 
46-6 
62*6 


124,669 
145,706 
101.647 
127,144 
97,410 
105,726 
114.935 
120.286 
127.946 
168.847 
166.081 
142,356 
170,352 


81-0 
26-0 
224 
20-8 
15-8 
182 
13*5 
13*4 
14-3 
14-2 
13-5 
12-2 
13*0 


12,077 
22.297 
19,392 
26.988 
19.653 
21.357 
24.108 
26,600 
27,815 
85.026 
34.265 
32,669 
34,638 


8-0 
8-8 
42 
4-8 
8-0 
2-7 
29 
2-9 
8-0 
83 
80 
2-8 
2-8 


21.651 
18,790 
81,446 
26,181 
28,717 
29,420 
86,288 
49.547 
60,972 
56,782 
56,842 
66,016 


6-6 
8-7 
4-1 
6-0 
41 
8-6 
8*6 
4-0 
5-5 
6-6 
4*9 
4*8 
4-6 


6,986 

7,268 

6,200 

8,822 

12,262 

18.238 

11.406 

11,400 

18,068 

20,444 

17,613 

19,216 

21,640 


17 
1-2 
11 
1*4 
1-0 
1-7 
1-4 
1-8 
20 
10 
1-6 
1*7 
1-8 


In  general,  these  figures  show  that  the  import  and  export  trade 
of  Great  Britain  absolutely  and  relatively  fell  off  appreciably  from 
Rosso-German  trade,  notwithstanding  the  fact  that  Great  Britain 
is  an  industrial  country  which  manufactures,  or  is  able  to  manu- 
facture in  abundance,  all  {hose  articles  which  Eussia  needs,  and, 
conversely,  is  one  of  the  most  solid  purchasers  of  Kussian  products. 
It  is  true  that  the  geographical  position  of  Germany,   which 
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possesses  a  oommon  land  frontier  with  Bussia  for  a  great  distance, 
has  materially  facilitated  rapid,  regular  trade  and  a  very  mate- 
rial development  of  passenger  traffic  between  both  countrjes.  This 
circumstance,  however,  should  not  be  overestimated,  seeing  that 
the  statistics  of  Austria-Hungary,  who  as  regards  communication 
is  situated  under  the  same  conditions  as  Germany,  show  that 
since  1870  exports  from  Eussia  to  Austria-Hungary  increased 
only  from  8ff  per  cent,  to  4*6  per  cent.— i.e.,  by  0'7  per  cent.— 
while  her  exports  to  Eussia  fell  from  3  per  centr  in  1870  to 
28  per  cent,  in  1913  (see  Table  No.  1). 

Before,  however,  granting  the  supposition   that  the  funda- 
mental reason  for  the  falling-off  of  Great  Britain's  trade  with 
Eussia  arises  from  defects  in  the  organisation  and  the  non-adaptsr 
bility  of  English  trade  and  industry  to  the  conditions  of  the 
Eussian  market,  it  should  be  ascertained  whether  this  fact  is  not 
a  direct  consequence  of  the  absence  of  sufficient  interest  on  the 
part  of  English  merchants  and  manufacturers  in  the  Bussian 
market,  in  view  of  the  preference  given  to  other  markets.    It 
cannot  be  subject  to  the  smallest  doubt  that  England,  who,  unlike 
Germany,  possesses   rich    and   spacious    trans-oceanic   colonies, 
found  therein  exceptional  conditions  for  the  investment  of  her 
capital  and  the  surplus  of  her  manufactures,  and  before  1908-09 
was  scarcely  at  all  interested  in  the  Eussian  market  on  which  she 
encountered  the  impetuous    onslaught    of    German    enterprise, 
whereas  Germany,  who  only  at  the  end  of  last  century  obtained  a 
few  colonies  in  Africa,  of  dubious  value  in  relation  to  trade, 
naturally  directed  her  main  energies  and  attention  to  European 
markets,  and  especially  to  the  sale  of  her  goods  in  Bussia.     It 
would,  however,  be  erroneous  to  ascribe  to  the  foregoing  excep- 
tional influence  upon  the  scope  of  imports  of  both  countries  into 
Eussia,  inasmuch  as  together  with  a  political  rapprochement  with 
Eussia,  approximately  since  1909,  there  began  to  manif^  itself 
both  in  England  and  Eussia  interest  in  an  economic  rapproche- 
ment between  the  two  countries.     Nevertheless,  the   statistics 
show  us  since  1909  the  amazing  growth  of  Eussian  trade  with 
Germany,  concurrently  with  very  modest  results  in  the  devetop- 
ment  of  trade  with  Great  Britain.     For  reference  we  cite  the 
following  figures : — 


Enortfl  from  Russia.     ...     . 
Jn  nMiona  of  Boublee, 

To  Great  Britain 

To  Germany 

1909 
289 
387 

1910 
316 
300 

1911        1912        191S 
537          327          266 
490          411          452 

Imports  into  Russia. 
In  mUttont  ofRoubUs. 

From  Great  Britain    

From  Germany    , 

128 
363 

154 
449 

156          142          170 
488           532           642 
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From  these  figures  it  is  permissible  to  infer  that  the  falling  off 
of  exports  from  Bnssia  to  England  and  the  reverse  is  dne  to  other 
serious  causes  the  character  of  which  must  be  established  if  we  are 
to  be  enabled  to  find  ways  and  means  for  the  attainment  of  the 
desired  results  in  the  future.  An  inquiry  into  this  question 
in  1910  among  the  Bussian  merchant  body  by  the  Odessa  branch 
of  the  Eusso-English  Chamber  of  Commerce  unfortunately  fur- 
nished little  material,  because  the  replies  for  the  most  part  shed 
light  on  the  question  from  the  narrow  standpoint  of  the  interests 
of  individual  firms.  For  example,  in  many  replies  of  commercial 
firms  which  wished  to  increase  their  transactions  with  Great 
Britain  there  were  expressed  wishes  for  the  simplification  of  Cus- 
toms formalities,  the  reduction  of  duties,  the  equipment  of  ports, 
and  even  the  organisation  of  a  free  harbour  in  Odessa.  Naturally, 
the  realisation  of  wishes  of  this  general  character  cannot  be 
regarded  as  specific  measures  for  a  decision  of  the  question  of 
Anglo-Bussian  intercourse,  for  the  simple  reason  that  we  cannot 
suppose  these  measures  to  have  been  adopted  exclusively  in 
relation  to  English  commodities.  Moreover,  the  statistical  figures 
which  we  have  examined  show  us  that  German  trade  very  suc- 
cessfully coped  with  its  task,  while  being  subject  to  the  same 
duties  and  Customs  formalities,  and  overcoming  all  difficulties, 
inchiding  the  defects  of  Bussian  commercial  legislation.  Inas- 
much, on  the  contrary,  as  the  trade  of  Great  Britain,  while  enjoy- 
ing in  Bussia  the  same  rights  as  German,  achieved  opposite 
results,  it  is  permissible  to  assume  that  the  causes  of  this  pheno- 
menon lie  In  the  ingrained  methods  and  customs  of  British  trade 
and  industry,  and  perhaps  even  deeper — in  several  peculiarities  of 
their  organisation  which  interferes  with  their  adaptation  to  the 
Bussian  market.  It  will  simplify  investigation  of  the  justice  of 
this  supposition  if  we  compare  the  foregoing  with  the  correspond- 
ing methods  and  organisation  of  Germany,  who  is  England's  most 
serious  rival  not  only  on  the  Bussian  market,  but  on  all  world 
markets. 

To  this  end  it  will  be  appropriate  in  the  first  place  to  examine 
ihe  Bussian  import  trade  of  the  two  countries  as  offering  more  dis- 
tinctive features  and  clearer  contrasts  in  the  methods  of  English- 
men and  (Germans  in  this  arena  than  the  export  trade  from 
Bussia ;  moreover,  a  great  deal  that  will  be  said  about  the  import 
trade  characterises  the  business  relations  of  both  sides  in  the 
si^ere  of  expcMrt  also. 

Passing  to  this  problem,  it  should  be  noted  that  English  goods 
on  tiie   whole   ^re  of   better   quality  than    German,  but   are 
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appreciably  dearer ;  their  range  is  smaller,  and  improvenK 
novelties  are  comparatively  few.  The  English  not  onlj 
sell  their  goods  on  credit,  but  demand  payment  at  best 
ment  of  the  goods  in  England,  and  that,  too,  in  advance 
cases  the  Bussian  customer  makes  payment  as  a  rule  01 
half  to  two  months  earlier  than  the  goods  arrive  at  theii 
tion.  The  English  very  rarely,  and  unwillingly,  offer  tb 
including  cost  of  carriage  to  destination,  and  almost  ei 
quote  their  prices  in  English  currency  and  for  English 
Catalogues  are  sent  to  Bussia  by  English  firms  almost 
the  English  language,  and  are  not  adapted  to  the  req 
of  the  Bussian  market.  English  firms  very  rarely  s 
mercial  travellers  to  Bussia;  those  who  are  sent  ar 
iminformed,  while  often  commercial  travellers  of 
nationality  tour  Bussia  for  English  firms.  In  correspoi 
Englishman  is  very  polite,  but  very  brief  and  laconic 
seldom  goes  into  details ;  in  the  majority  of  cases  no 
any  desire  to  ^dapt  himself  even  in  the  distant  fut^ 
demands  of  the  market  and  to  acquaint  himself  with 
of  buyers  and  the  offers  of  competitors.  Demands  on 
the  Bussian  customer,  who  has  paid  money  in  adva 
guarantee  for  satisfactory  execution  of  his  orders  are 
English  firms,  because,  as  a  rule,  the  Englishman,  wh 
and  does  not  cease  to  be  a  gentleman  even  in  busines 
wish  to  lower  his  dignity  by  the  issue  of  guarantees  \ 
the  possibility  of  non-fulfilment  of  obligations  that 
assumed  by  him.  Such  is  a  description  of  the  relation 
commercial  and  industrial  spheres  with  customers  in 
The  relations  of  German  firms  and  factories  wi 
customers  are  radically  opposite.  German  goods  i 
than  English,  and  although  on  the  whole  inferior 
nevertheless  fully  satisfy  the  requirements  of  the  : 
range  of  German  goods  is  enormous,  and  novelties 
ments  of  a  practical  natinre  are  constantly  appear! 
branch.  With  increasing  frequency  it  is  possible 
supply  of  goods  constituting  the  exclusive  speciality 
industry.  German  merchants  and  manufacturers 
flood  even  remote  corners  of  Bussia  with  their  offe 
catalogues,  and  advertisements  in  the  Bussian  Ian 
Bussian  customer  who  does  not  respond  to  repeats 
infrequently  is  favoured  with  a  request  to  report  the  r 
form  a  hindrance  to  the  inclusion  of  his  "respected 
category  of  patrons.    In  addition,  firms  of  any  size 
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with  written  advertisement  and  propaganda,  despatch  at  least 
twice  a  year  throughout  Eussia  special  commercial  travellers, 
splendidly  informed  not  only  about  the  demands  and  tastes  of 
individual  localities,  but  even  about  the  details  of  the  private  life 
of  clients,  which  enable  them  to  judge  the  credit  and  trust  which 
they  deserve.  Big  firms,  moreover,  have  throughout  Eussia 
regional' agent-representatives  whose  duty  it  is  to  notify  the  firms 
they  represent  about  the  movements  of  competition,  prospects  of 
sale  in  the  future,  and  of  new  conjunctures ;  to  superintend  con- 
signment warehouses,  accept  orders,  receive  money,  settle  cus- 
tomers' claims,  and  watch  their  credit  capacity.  For  this  object 
it  is  deemed  the  duty  of  these  representatives  to  send  commercial 
travellers  over  the  region.  The  agent-representatives,  in  their 
turn,  are  visited  annually  once  or  even  twice  by  commercial 
travellers  sent  by  the  factories  abroad  in  order  to  strengthen  the 
tie  between  factories  and  clients,  to  familiarise  them  with  new 
ranges  of  samples,  new  inventions,  and  technical  improvements, 
to  enUst  new  customers,  and  control  the  credits  and  actions  of 
representatives.  As  regards  credit,  German  firms  grant  this  even 
to  small  concerns  worthy  of  trust  with  surprising  freedom  and 
liberality,  on  the  principle  that  credit  widely  but  judiciously 
allotted  is  the  principal  lever  for  the  extension  of  turnover  and 
sale.  It  is  the  same  with  the  delivery  of  goods.  Just  as  the 
Englishman  sells  his  goods  for  the  most  part  with  delivery  at  one 
of  the  English  ports,  leaving  the  trouble  and  risk  of  further 
carriage,  insurance,  and  pajnnent  of  duty  in  Eussia  to  his  Eussian 
customer,  so  are  German  firms  not  afraid  to  sell  even,  it  would 
seem,  to  an  unknown  client  the  most  elaborate  technical  equip- 
ments with  payment  of  duty,  and  even  with  delivery  and  estab- 
Ushment  at  any  place  in  Eussia.  Settlements  with  the  Eussian 
customer  German  firms  are  always  very  willing  to  effect  in  Eus- 
sian currency,  employing  Eussian  units  of  weight  and  measure. 
In  correspondence,  German  firms  are  not  only  polite,  but  even 
obliging ;  in  so  far  as  the  correspondence  does  not  concern  goods 
and  wares  fully  known  to  Eussian  buyers,  German  firms  do  not 
stint  either  paper  or  language,  and  by  means  of  catalogues  worked 
out  to  the  minutest  details  on  their  own  initiative  elucidate  the 
advwitagea  of  one  article  over  another,  in  all  keys  and  variations. 
The  latter  circumstance  is  especially  valuable  for  customers  in 
the  case  of  orders  for  technical  articles,  machinery,  or  factory 
installations. 

It  is  quite  easy  to  understand  that  the  contrast  above  cited  in 
the  relations  of  Englishmen  and  Germans  with  their  Eussian 
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customers  forms  the  principal  reason  why  the  importa  < 
Britain  into  Bussia  remain  in  the  shade  as  compared 
successes  of  German  imports. 

Incidentally,  however,  an  important  rdle  must  be  as 
the  degree  of  diffusion  of  both  languages  in  Bussia  ar 
small  significance  of  the  antiquated  system  of  weights,  i 
and  currency  in  Great  Britain.  The  English  languag< 
tradistinction  to  German,  is  very  little  diffused  in  Busi 
mercial  and  industrial  circles.  Li  the  north,  and  that  e 
at  the  Baltic  ports,  familiarity  with  English  is  here 
encountered  in  commercial  and  industrial  circles;  at 
ports  very  rarely ;  and  in  the  remaining  parts  of  Bus 
nowhere.  Knowledge  of  German,  on  the  contrary,  is  v 
diffused  all  oyer  Bussia,  especially  in  the  Jewish  settle 
In  the  western  part  of  Bussia,  divided  approximately  I 
Petrograd— Odessa,  and  in  the  southern  part,  by  the 
Kiev— Harkov— Bostov,  ignorance  of  German  or  abi 
correspondent  in  German  in  individual  firms  constitute 
tion ;  in  the  remaining  part  of  Bussia,  acquaintance  wi 
in  commercial  and  industrial  circles,  although  weakei 
theless  considerable.  This  circumstance  has  enorm 
cance,  especially  when  it  is  remembered  that  the  En. 
the  war  did  not  adopt  any  measures  whatever  for  the 
inconveniences  arising  on  account  of  ignorance  of 
Bussia,  even  through  the  employment  of  Bussian  con 
the  issue  of  catalogues  in  Bussian,  or  even  of  a  single 
respectable  book  of  reference  in  Bussian  respecting 
export  industry.  Added  to  this,  the  extremely  intricj 
quated  English  system  of  measures  and  currency,  witl 
ingness  of  the  English  to  make  their  offers  in  roubles 
measures,  consummates  a  series  of  almost  insupera 
encountered  by  the  more  energetic  Bussian  mercha 
tuting  direct  relations  with  England. 

The  above-cited  parallel  to  a  sufficient  degree 
secrets  hidden  in  the  figures  of  the  statistical  table 
the  beginning  of  this  report.  Nevertheless,  for 
demonstration  of  the  results  which  both  sides  can  a 
to  their  principles  and  methods  applied  in  intei 
Bussian  customers,  it  may  be  useful  to  cite  the  follow 

In  the  large  towns,  and  especially  in  the  capitali 
of  nationality,  are  numerous  shops  of  very  respeci 
most  part,  old  firms  which  never  seek  noisy  adve 
widely-circulated  papers.    These  shops  are    ofter 
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quiet,  but  rich,  districts  or  on  the  second  floors  of  the  better 
boildiogs  in  central  streets ;  in  their  show-cases,  if  there  are  any, 
are  exhibited  in  elegant  surroundings  only  a  few  articles  of  sale, 
ftod  frequently  the  show-cases  are  draped  with  rich  silk  or  velvet 
hangings;  the  inscriptions  at  the  entrance  are  modest  and 
restrained,  and  usually  the  name  of  the  firm  is  given  and  its 
speciality  is  defined  in  two  or  three  words.  These  shops  are 
intended  primarily  for  customers  who  are  informed  by  means  of 
private  reconmiendation  that  there  are  no  cheap  prices  here,  but, 
on  the  other  hand,  elegant  goods  of  the  best  quality ;  there  is 
neither  overcharge  nor  reduction,  and  goods  are  not  forced  upon 
one.  The  stranger  who  is  not  a  customer  in  shops  of  this  kind, 
and  who  has  to  consider  the  question  of  price,  often  feels  himself 
out  of  place  therein,  and  even  though  he  buys  something,  goes 
away  never  to  return.  The  staff  of  the  shop  deem  it  unworthy  of 
their  firm  to  detain  and  entice  such  a  customer  with  various  offers, 
since  "their  "  patrons  are  not  accustomed  to  this  and  do  not  like 
it.  These  shops  are  designed  for  a  limited  circle  of  customers 
with  means,  and  belong  to  the  category  of  so-called  ''aristocratic  " 
concerns.  Concurrently  with  them,  inevitably  in  the  central 
streets,  for  the  most  part  in  prominent  comer  buildings,  are  hun- 
dreds of  shops  with  show-windows  filled  from  top  to  bottom  with 
goods.  These  shops  resort  to  all  kinds  of  expedients  to  attract 
the  attention  of  the  masses ;  big  advertisements  in  the  Press,  illu- 
minated advertisements  on  the  roofs  of  houses,  living  advertise- 
ments in  the  streets,  advertisements  in  the  theatres  ai\d  public 
places  serve  them  for  the  attainment  of  this  end.  In  these  shops 
I  are  wares  for  aU  tastes  in  abundance,  at  prices  accessible  even  to 

very  modest  purses;  the  goods,  according  to  the  price,  are  hot 
always  good,  but  they  satisfy  the  requirements  of  the  poorer  and  ^ 
medium  class  of  the  public,  who  flock  thither  because  not  only  are 
their  tastes  entertained,  but  anticipated.  To  the  direction  of 
these  shops  is  applied  much  labour,  initiative,  energy,  the  desire 
to  please  customers,  to  satisfy  as  far  as  possible  all,  and  not  to 
pennit  a  customer  to  go  away  with  empty  hands  and,  what  is 
still  worse,  apply  to  a  competitor.  Every  season  these  shops 
tender  their  clients  something  new  which  excites  the  interest  of 
the  crowd.  These  shops  are  designed  for  the  masses ;  in  shops 
of  this  kind  there  are  millions  of  customers ;  thither  flock  every- 
body, both  poor  and  well-to-do,  who  make  their  purchases  with 
economy.  These  shops  may  be  termed  "democratic."  The 
example  cited  of  these  two  types  of  shops  pretty  fully  exhibits 
all  the  contrasts  of  method  of  the  English  and  German  import 
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trade  in  Russia.  The  following  may  serve  aa  a  genera 
tion.  English  firms  disposing  of  all  the  qualifications 
scope  are  restrained  and  passive ;  their  activitjr  is  w 
cold  routine  and  inflexible  principles  of  ancient  habits 
tions.  German  firms  in  their  relations  with  Eussia,  o 
trary,  are  full  of  enterprise  and  activity,  and  do  not 
efforts,  trouble,  and  deliberate  sacrifices  for  the  conq 
Russian  market.    Further  conunent  is  hardly  necessi 

Nevertheless,  it  will  be  useful  to  cite  data  showii 
figures  the  comparative  value  of  the  imports  into  Eu 
countries,  and  to  dwell  upon  the  big  items  of  con 
which  Great  Britain  especially  falls  behind  Germ 
these  it  will  be  seen  that  Germany  has  monopolism 
series  of  commodities  almost  in  their  entirety,  or  to  a 

This  fact  is  comprehensible  with  regard  to  c 
pharmaceutical  products,  ;dyes  and  dyestuffs,  se^ 
machines,  apparatus,  physical  and  mathematical  appi 
cal  instruments,  trinkets,  ''notions,"  and  products  o 
branches  of  industry.  It  is  due  to  the  careful  sp< 
Germany  of  corresponding  branches  of  industry  wl 
on  wide  principles  of  wholesale  production,  have  all 
factories  a  duly  respectful  place  to  science,  confi( 
solution  of  practical  problems  put  forward  by  th 
commerce  and  industry,  and  by  the  unrestrained 
take  not  only  all  foreign,  but  also  German  compe 

It  is  more  difficult  to  justify  the  preponderanc 
over  England  in  imports  of  dressed  hides  and  m 
unwrought  metals  of  all  kinds,  alloys,  iron,  cast 
ware,  stationery,  and  the  big  item  of  manufactur 
woollens,  which  branches  of  industry  have  ah 
speciality  of  Great  Britain. 

Quite  incomprehensible,  however,  are  the  com 
of  import  into  Russia  of  the  following  goods  for 

(In  thoua 
Qermany. 

Rioe       1,850 

dovee,  pepper,  spioee        1,400 

Coffee 5,400 

Tobacco    050 

Fertilisera,  guano,  bone,  phoaphateB  and  nitre  6,300 

Foflsil  wax,  refined  parafion,  bees*  and  vegetable 

wax       6,GOO 

Undreeaed  hides 17,100 

White  resin,  ^^allipot  tar    2»000 

Copper,  aluminium,  nickel,  and  other  metals...  0,000 

Tin ; 3,CK>0 

Raw  cotton 30»000 

Silk,  nm  silk,  silk  waste,  dyed  and  undyed  ...  13,700 

^  Here  it  most  be  pointed  out  that  the  BtatiBtic&l  tables, 
drafted  in  accordance  with  data  of  the  Review  of  the  Forei 
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Table  No.  II. 

Value  of  the  Principal  Goods  Exported  to  the  Russian  Empire 
from  Great  Britain  and  Germany. 


Fnm  Of  eat  Britain. 

From  Oermany. 

Thousands  of  Roubles. 

Thousands  of  Roubles. 

1911 

1912 

1913 

1911 

1912 

1913 

l.^Food  produeU. 

1 

Wheat       

44 

3 

10 

1,339 

671 

1.285 

Eye 

80 

5 

1           42 

6,182 

5.386 

11.037 

Hailed  rice 

805 

252 

;         492 

1,395 

1,607 

1.878 

Fi«h  fruit       

27 

47 

1           69 

583 

759 

870 

Oranges  and  lemons       

16 

17 

21 

862 

870 

1.079 

Dried  fruits  and  berries 

61 

16 

10 

872 

860 

1.040 

Cloves,  pepper,  and  other  spices 

892 

877 

1         480 

1,271 

1,408 

1.406 

Coffee,  raw  and  in  grain        

TeaofaU  kinds       

759 

515 

601 

4.681 

5,761 

5.375 

597 

886 

987 

246 

204 

160 

Tobacco    

207 

289 

i         142 

860 

837 

952 

Spirituous  liquors  and  grape  wine 
MlDeral  waters,  natural  and  artiflcial  ... 

864 

298 

397 

6,101 

5,719 

7.612 

76 

19 

30 

1,004 

1,085 

1,177 

Cheese     „ 

9 

4 

'             6 

272 

281 

319 

Fish:  fresh, pickled,  salted    

9,252 

8,748 

9,212 

5,532 

6,796 

7,603 

U.^Raw  and  Memx-fMnufaetured 

materiaU. 

1 

Hops 

Pw&toirB 

1 
1,098 

13 
1,111 

i             8 
879 

541 
4,107 

883 
5,565 

784 
6,275 

AnimAi  grease 

9,382 

7,696 

6.175 

2.700 

3,072 

4,787 

Foaril,  bees' and  paraffin  wax       

1,045 

411 

476 

4.109 

•6,009 

6,595 

Undressed  hides      

1.006 

222 

334 

10.316 

11,444 

17,097 

I>rcesed  hides  and  machine  belting      ... 

1,026 

823 

1,079 

17,677 

^*'^Si 

19,302 

Poultry     

228 

121 

174 

8.067 

7,798 

8,396 

Timber      

256 

126 

903 

2,782 

1.706 

1,406 

8eeds  and  plants     

3,089 

2,566 

2,889 

9,087 

9.538 

13,065 

Building  material    

1,074 

1,093 

812 

2,266 

3.442 

3.026 

Unwrought  stone    

882 

803 

369 

^  ^58 

1.580 

1,842 

PoUihhig  materials         

254 

171 

222 

i  .66 

1  ,«84 

2,215 

CoirT/ 

18,631 

24,454 

39,971 

13,u92 

15 

31,307 

Coke 

1,058 

1,103 

1,810 

2/82 

75 

4,789 

White  reshi,  galipot  pitch     

Ooa,  resin,  Kum  rosin    

Chemical  and  ptiarmaoeutlcal  products 

732 

533 

116 

2.-36 

10 

2,388 

6,817 

6,068 

13.203 

9/.'37 

11 

11.263 

2,809 

2,402 

2,253 

13, 791 

i9 

18.864 

Vegeuble  oU  and  glycerine      

1,028 

1,069 

6(J8 

1.  73 

}2 

1,914 

Tttnto 

620 

371 

361 

2,>67 

S2 

3,352 

Djestufis  aod  dyes 

889 

531 

569 

8,-60 

21 

10,530 

Jawrooght  cast-iron      

856 

1,536 

278 

1,153 

k:,495 

1,795 

Vavrottght  iron  rails     

774 

532 

828 

877 

1,405 

2,270 

pnwiought  steel  rails,    

Copper,  aluminium,  nickel,  other  metals 

286 

264 

398 

557 

582 

1,032 

_and  their  alloys   

ai?irtt*r'..  ::: 

1,818 

2,006 

1,652 

3.791' 

3,998 

5,976 

3,098 

8,182 

3,459 

1,912 

8.960 

3,611 

2,184 

2,919 

2,359 

2,111 

3.564 

5,196 

lead  In  rollJ  and  sheets        

78 

26 

54 

137 

240 

320 

One  in  pigs  and  scrap    

451 

330 

294 

3,667 

4.009 

4,491 

OBttwif raw  cotton ;;! 

6 
11,434 

7 
9,365 

8 
9,503 

387 
17,348 

351 
15.964 

416 
29,928 

i«e.raw 

738 

915 

442 

2,612 

1.545 

714 

JJt.iaw,  silk  waste       

28 

122 

216 

8,783 

12,364 

13,717 

Wool  and  uncombed  down    

2,954 

444,1 
5,231 

5,636 

18.702 

17,814 

24,322 

gBttonyam      

6,652 

3,575 

5,005 

5.919 

5,076 

WmmdiUk  and  sewing  silk 

124 

116 

391 

1,495 

1.982 

2,619 

wool,  combed,  sptonlng.  and  wound  ... 

14,939 

7,431 

7,396 

7.652 

7.111 

9,944 

HoasLa,  occasionally  differ  very  widely  from  the  Customs  statistics  of  other 
^ies.  The  same  thing,  of  cotirse,  in  varying  degree  takes  place  in  the 
Coitoma  statistics  of  any  coontry.  Thus,  the  German  statistics  over-estimate 
^J  almost  double  our  exports  to  Germany,  and  under-value  almost  by  half  their 
o*n  exports  to  Russia.  The  reason  is  that  the  German  statistics  regard  as 
exports  to  Russia  only  the  exports  of  goods  of  German  manufacture,  whereas 
^e  Russian  Customs  regard  as  imported  from  Germany  both  German  goods 
^  iboae  passing  through  Germany  in  transit ;  for  example,  cotton.  In  imports 
^^  Germany  the  opposite  takes  place  :  Germany  regards  as  Russian  not  only 
Koodt  directly  crossing  the  Russo-German  frontier,  but  also  those  imported 
in  transit  through  other  countries ;  for  example,  Holland ;  whereas  the  Russian 
^tiitics  note  them  as  exported  to  Holland  and  not  to  Germany. 

Xo.  106.— VOL.  xxvn.  Q 
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Table  No.  n  {eaniinuei 


ni,— Want. 

Tranln,  portmanteanz,  and  ottier 
iBathflirwara 

Machine  belttng.  sewn  and  otlMn 

Jotner'B  and  iMQB  work 

Firebrick,  tUea        

Keramlo  and  potterr  wan    

Faience  and  poroelam  waie 

Qlavwaie        

Guttapercha  ware 

Gold,  iQver,  and  plattnnm  ware 

Copper  and  alloy  ware 

Caft-lion  ware 

Iron  and  iteel  ware 

Tinware    

WlreofaUUndB     

Wire  ware 

Varions  metal  wares      

Machinery  and  apparatni  of  cast-Iron, 
iron  and  steel       

Parts  of  machinery  and  apparatus,  cast- 
iron.  Iron,  and  steel    

Agrioiutural  machinery  and  Implements 
without  steam  motors 

Made-up  agricultural  machinery 

Mathematical  instruments  and  appliances 

Clocks       

Musical  instruments       

Carrlaces  and  parts  thereof . 

Coaches  for  railway  and  road  traffic 

Iron  vessels      

Stationery . 

Pictures  and  books . 

Cotton  0Dods    , 

Flax  and  hemp  ware      , 

Silk  and  half-dlk  goods 

Wool  and  half -woollen  goods        ...    , 

Knitted  tod  trimmed  goods 

Lace  and  lace  goods       

Buttons    

Ordinary  trinketo    

Drawing  and  writing  accessories  ... 

Miscellaneous 

Total  


From  Ormi  Briiain. 
Thousands  of  Rouble 


1911 

18 
68 
7M 
204 
202 
152 
218 
138 
15 
887 
885 

1,611 
271 
808 
836 

1,068 

15,085 

1,958 

1,018 
4,848 

517 
4 

109 
1,094 

"•90 
878 
87 
747 
744 
108 

2,250 

183 

15 

59 

80 

7,888 


1912 

22 
46 
614 
172 
184 
118 
152 
121 
27 
800 
850 
1.462 
169 
419 
845 
802 

10,271 

1,670 

2.591 

8,966 

813 

2 

98 

1,203 

5 

775 

265 

60 

1,080 

1,125 

114 

1,958 

46 

118 

17 

97 

61 

7.166 


158,875 


189,260 


101 


S 

1 
1 
2 

2 
4 

2,8 
1 
5 
2 

1,1 

18,1 

1,81 

2.21 

8,71 

8J 

1< 
2,0: 

2,8( 

i 

1.5{ 

6? 

i 

2,4{ 

7 

17 

1 

7 

7 

8.58 


170,36 


However,  for  all  these  raw  products,  pi 
origin,  which  are  turned  out  by  the  poor  G( 
in  small  quantities,  Germany  herself  prefers 
the  rich  British  colonies,  for  her  own  require] 
rently  with  this,  England,  who  possesses  th( 
first  merchant  navy  in  the  world,  has  atl 
merely  a  modest  turnover  in  these  same  gooc 
statistical  data  given  above.  The  principal  ci 
affairs  lies  evidently  in  the  fact  that  German  t 
the  priceless  services  of  its  free  harbours,  J 
and  others,  which  were  able  to  concentrate  a  i 
of  the  EWorld  international  trade  primarily 
goods. 

The  influence  of  Germany's  free  harbours  i 
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moos  regions  and,  for  example,  there  is  a  series  of  Far  Eastern 
goods  which  reach  the  Mediterranean  and  Black  Seas  almost 
exclusively  through  Hamburg.  To  this  it  must  be  added  that 
possession  of  an  enormous  portion  of  world  trade  was  facilitated 
by  the  fact  that  the  German  free  harbours,  receiving  many  goods 
in  a  raw,  so  to  speak,  crude  form,  sorted  and  made  them  up  at 
hcHne  and  then  placed  on  the  market  the  product  in  a  form  in 
which  it  could  be  directly  offered  to  customers.  Incidentally, 
this  plan  also  helped  to  accustom  the  purchaser  to  a  specific 
external  appearance  of  the  particular  commodity  which,  as  we 
know,  is  a  factor  of  no  small  importance  in  trade. 

Passing  to  a  review  of  export  trade  from  Bussia  to  Great 
Britain  and  Germany,  an  analysis  justifies  the  following  remarks 
and  conclusions. 

For  large  4tems  of  export  from  Bussia  of  cereals  and  herbs  it 
should  be  noted  that  practice  h^  so  stereotyped  commercial 
customs  in  this  wide  branch  of  world  trade  that  conditions  of  pur- 
chase, acceptance,  and  payment  on  the  part  of  Great  Britain 
and  Germany  do  not  offer  material  difference.  All  the  same,  it 
should  be  noted  that  Bussian  export  firms  greatly  complain  about 
the  extraordinary  strictness  of  arbitrage  for  cereals  exported  to 
Great  Britain  in  comparison  with  arbitrage  for  sales  to  Germany. 
This  circumstance  forces  Bussian  exporters  in  many  cases  to  give 
preference  to  German  customers. 

Passing  to  several  individual  items  of  this  group,  it  must  be 
noted  that  in  the  export  from  Bussia  of  rye,  barley,  and  bran 
Germany  naturally  occupies  a  preponderant  position  by  virtue  of 
conditions  of  consumption  of  these  products  in  Germany ;  as 
regards  wheat,  it  cannot  be  doubted  that  with  a  mutual  endeavour, 
both  on  the  part  of  Bussia  and  Great  Britain  to  regulate  the 
question  of  arbitrage,  the  export  of  wheat  to  Great  Britain  might 
restore  the  position  lost  on  the  English  market  since  the  prohibi- 
tion of  the  export  of  wheat  from  Bussia  in  1891,  while  concur- 
rently therewith  export  from  Bussia  of  other  grain  products  might 
increase. 

Under  the  group  of  foodstuffs  and  timber  the  statistics  show 
the  preponderance  of  Great  Britain,  with  the  clear  tendency  to 
further  growth  of  export  to  that  country.  In  this  connection  it 
naay  be  noted^  that  for  the  export  of  butter,  poultry,  and  bacon 
the  English  wre  established  in  many  parts  of  Bussia  their  <yvm 
purchasing  offices  and  agencies,  while  several  big  English  films 
h*ve  even  engaged  in  the  slaughter  of  pigs  and  poultry  on  a  large 
■calo,  and  for  this  porpose  in  many  parts  of  Bussia  have  set  up 
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improved  equipment  for  the  storage  and  freezing  of  supplic 
initiative  on  the  part  of  the  EngUsh,  who  in  this  resp€ 
gone  ahead  of  the  Germans,  is  probably  due  to  the  h 
English  firms,  discovering  a  big  demand  for  this  category 
stuffs  and  an  exceptionally  profitable  market  in  their  own 
have  found  it  possible  \o  depart  to  a  certain  degree  fn 
traditions,  preferring,  however,  the  institution  of  local  of 
branches  to  the  German  system  of  agent-buyers.  The 
doubt  that  these  measures  will  give  a  new  and  powerful 
to  the  further  development  of  export  to  England  of  goo 
this  category,  especially  if  the  Bussian  Government,  by  p 
the  establishment  of  big  cold  storage  depots  at  port  tows 
organising  on  an  extensive  scale  transport  by  refrigerator 
facilitate  the  task  of  Bussian  co-operative  and  commen 
which  wish  to  dispose  of  their  goods  direct  in  the  a 
centres  of  Great  Britain. 

Passing  to  the  group  of  raw  and  semi-manufactured 
it  should  be  noted  that  with  respect  to  olive  oil  seed,  i 
flax  and  tow,  manganese  and  iron  ore  the  strictness  of 
and  conditions  of  acceptance  of  goods  iA  relations  witl 
firms  materially  hinder  the  increase  of  transactions.  ] 
before  the  war  the  export  of  iron  ore  from  Bussia  was  i 
organised  by  the  Germans ;  for  example,  obtaining  froi 
ferent  mines  of  the  Donetz  basin  ore  of  varying  co 
unsuitable  for  the  West  European  foundries,  German  fin 
out  at  Nikolaiev,  the  point  of  shipment,  the  proportions 
of  ore  from  various  stations,  thus  establishing  types  of  oi 
ing  the  requirements  of  the  corresponding  foundries  \ 
analysis  and  quantity.  For  the  carrying  out  of  these 
with  the  ore  and  for  loading  on  the  steamers  the  Ger 
erected  at  Nikolaiev  large  special  buildings.  Thani 
organisation,  almost  all  the  export  of  iron  ore  from  I 
only  to  Germany,  but  to  other  countries,  was  mono 
the  Germans.  In  the  export  of  the  majority  of  rams 
and  semi-manufactured  products — ^as,  for  example 
undressed  hides,  peltry,  salted  and  dry  gut,  cork  sax 
other  conmiodities,  especially  goods  requiring  s(»rtii 
knowledge,  and  experience — German  firms  had  full 
themselves  to  Bussian  conditions,  both  in  regard  to 
practised  on  the  spot  and  payment,  whereas  English  fii 
disposed  to  depart  from  conditions  of  acceptance  and 
England,  in  accordance  with  the  weight  established  i 
payment  in  English  currency. 
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In  the  group  of  exports  of  livestock  the  predominance  of 
Gamany  is  due  to  the  greater  convenience  of  a  land  frontier  for 
this  kind  of  trade. 

On  the  whole,  both  in  import  and  export  of  raw  products  from 
Russia,  there  should  be  noted  a  characteristic  feature  of  German 
trade  manifesting  itself  in  the  endeavour  to  capture  and  retain 
operations  connected  with  the  sorting  of  unmanufactured  products 
bought  in  a  rough,  raw  shape,  for  final  establishment  of  the 
external  appearance  and  quality  of  the  commodity  in  accordance 
with  the  demands  of  the  world  market.  In  the  case  of  exotic 
goods,  sorting,  making-up,  and  re-packing,  as  already  mentioned, 
were  carried  out  at  the  German  free  harbours,  while  with  respect 
to  Russian  raw  material  exported  from  Russian  ports  of  the  Baltic, 
the  Germans  adopted  very  energetic  measures  to  prevent  the  estab- 
lishment of  similar  operations  at  Russian  ports,  with  the  object  of 
concentrating  these  operations  in  Germany,  primarily  at  Konigs- 
berg.  All  efforts  to  establish  al  Russian  ports  of  shipment  sort- 
ing and  standardisation  of  goods  met  with  insuperable  opposi- 
tion, which  even  assumed  the  form  of  diplomatic  action. 

Nevertheless,  the  German  system  above  described,  irrespec- 
tive of  the  chief  reproach,  fully  deserved  and  pointed  out  at  the 
very  beginning  of  this  report,  meets  with  the  objection  that 
although  it  justifies  itself  by  results  from  the  standpoint  of 
German  interests,  it  cannot,  of  course,  serve  as  an  ideal  and 
pattern  for  imitation  for  other  nations. 

With  this  objection  of  a  general  nature  it  is  possible  uncon- 
ditionally to  agree,  but  unfortunately  in  England  opponents  of  the 
German  system,  without  pointing  out  other  practical  ways  for 
the  better  attainment  of  their  end,  confine  themselves  only  to 
reproaches  against  the  Germans  that  although  their  goods  are 
cheaper  they  are  of  inferior  quality,  and  that  the  system  of  easy 
credit  debauches  trade.  These  inferences,  of  course,  are  very 
^eak  and  resemble  the  usual  complaints  of  solid,  conservative 
finna  ag^st  the  operations  of  young  and  -enterprising  competi- 
to.  Indeed,  it  is  out  of  the  question  to  be  short-sighted  and 
one-sided.  It  is  impossible  to  forget  economic  truths  and  the 
psychology  of  customers,  which  are  identical  for  all  peoples,  and 
to  lose  sight  of  factors  which,  with  the  exception  of  accidental 
wid  temporary  phenomena,  underlie  all  results  attained  by  the 
competing  parties.  A  purveyor  who  supplies  goods  of  low 
quality  not  corresponding  to  requirements  may  deceive  his  cus- 
tomer once  or  twice ;  but  it  is  unthinkable  that,  while  furnishing 
Ms  bad  wares  on  credit,  he   should   during   many  years   have 
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received  punctual  payments  and  have  conquered  the  ma 
Germany  during  forty-five  years  annually  dumped  a  large 
larger  quantity  of  goods  on  the  world  markets,  and  even 
the  whole,  conmiodities  of  German  origin  are  worse  than  Ei 
none  the  less  customers  who  year  after  year  increased  their 
could  not  have  been  very  displeased  with  the  execution 
same.  It  is  evident  that  German  industry  and  trade  a< 
themselves  to  the  lower  level  of  demands  of  the  less  a 
masses,  and  that  consumers  were  quite  satisfied. 

As  regards  the  second  reproach,  it  cannot  be  doubted  tl 
consequences  of  debauching  a  clientile  must,  in  the  first 
have  negatively  affected  the  affairs  of  the  creditor.  It 
however,  that  notwithstanding  her  system  of  allotting  ex 
credits  on  all  export  markets,  Germany,  beginning  in  187 
almost  nothing,  grew  incredibly  rich,  solely  thanks  to  her  ii 
and  commerce.  In  general,  too,  we  must  not  lose  sight 
fact^that,  however  strong  may  be  their  patriotic  feelings  ai 
sympathy  with  the  English,  the  Bussian  peasant  will  obt 
cheaper  plough  and  the  seamstress  her  sewing-machine  of  ( 
manufacture  with  deferred  payment  for  months  and  e 
years,  if  their  means  are  insufficient  to  invest  the  enti 
right  away  in  the  English  machine,  and  if  purchase  by  th( 
ment  plan  arranges  their  budget  and  preserves  the  f  ami 
privation;  while  their  well-to-do  neighbour  will  buy  tli 
machine  because  it  has  been  recommended  and  is  cheaper* 
face  to  face  with  reality,  the  reproach  of  depraving  the 
merchant  body  and  the  consumer  with  long-term  credits  c 
entirely,  inasmuch  as  for  very  many  this  self -same  con 
method  constitutes  a  boon,  and  will  be  so  regarded  > 
course,  in  Bussia  the  co-operatives  and  other  credit  ins 
occupy  the'  places  of  the  now  uninvited  benefactors. 

In  view  of  the  foregoing,  it  cannot  be  doubted  that 
trade  and  industry,  if  they  are  really  interested  in  the 
market,  must  give  the  Bussian  consumer,  if  not  great 
at  least  the  same  benefits  which  other  competitors  will  f 
the  opposite  event,  the  trade  of  England  with  Bussis 
enjoy  the  best  future  prospects. 

From  all  that  has  heretofore  been  said,  it  follows 
si^cess  of  an  Anglo-Bussian  economic  rapprochement 
attained  only  on  condition  :  (1)  that  the  English  apprc 
their  business  relations  with  Bussia  the  system  testet 
Germans,  or  (2)  that  they  establish  a  new  individual  sysi 
corresponding  to  their  own  national  character,  without  loi 
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of  the  fact  that  the  Russian  merchant  and  consumer,  whatever 
their  wishes,  cannot  for  the  sake  of  sympathy  with  England 
sacrifice  their  material  interests. 

Passing  to  consideration  of  the  first  proposition,  it  should  be 
ascertained  whether  or  not  it  is  possible  to  expect  so  material 
and  rapid  an  evolution  in  the  views  and  methods  of  English  com- 
mercial and  industrial  circles  in  intercourse  with  Eussia  as 
would  lead  to  the  adoption  of  the  German  system  of  trade  by 
the  English,  a  system  which  many  believe  would  not  corre- 
spond to  the  extensive  interests  of  Eussia.  Considering  the  con- 
trast existing  in  the  character  and  psychology  of  the  inhabitants 
of  Great  Britain,  in  the  system  of  education,  specialisation  in  the 
domain  of  popular  education,  and  industry,  and  equally  in  the 
organisation  appropriated  by  the  industry,  trade,  and  banks  in 
England  on  the  one  hand,  and  in  Germany  on  the  other,  the 
answer  to  this  question  must,  on  the  whole,  be  in  the  negative. 

Without  entering  into  a  detailed  consideration  of  intimate 
aspects  of  internal  organisation  and  the  peculiarities  of.  the  life 
of  Great  Britain,  the  doubting  may  be  referred  to  sober  voices 
which  have  repeatedly  dealt  with  this  subject  in  the  leading 
English  Press.  On  the  other  hand,  we  can  refer  to  the  opinions 
and  writings  of  the  former  French  Ambassador  in  Berlin,  M.  Jules 
Cambon,  who  very  minutely  depicted  for  his  countrymen  the 
psychology  of  the  Germans  in  their  endeavour  towards  peaceful 
penetration  and  the  conquest  of  foreign  markets,  and  with  his 
authoritative  word  reinforced  truths  which  serve  as  the  principal 
lever  for  expansion  of  German  national  husbandry,  which  many 
hitherto  had  not  wished  to  recognise. 

All  the  same,  the  system  adopted  by  the  banks  in  Ger- 
many in  the  business  of  financing  industry  and  trade  offers  such 
ontisaal  interest  and  explains  so  much  that  it  is  impossible  not  to 
touch  upon  it,  if  only  in  passing.  Floating  capital  and  credit — 
these  are  the  nerves  and  nutritive  forces  in  every  modem  com- 
mercial and  industrial  concern.  With  all  their  prudence  and  calcu- 
lation, German  banks  fulfil  their  rdle  in  this  sphere  with  such 
astonishing  scope  and  breadth  of  view  that  their  activity  may  be 
likened  to  a  wise  gardener  who  lavishly  provides  moisture  for  those 
plants  which,  thanks  to  this,  will  bloom  and  yield  excellent  fruit ; 
while,  on  the  other  hand^  stintingly  doling  the  same  moisture  to 
plants  which  are  in  a  sickly  state  and  rotting  at  the  root. 

The  sales  for  millions  of  roubles  effected  by  German  com- 
merce and  industry  throughout  Eussia  on  long-term  credit  were 
actually  the  work  of  German  banks.    Without  their — not  casual 
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assistance,  but  active  and  systematic  co-oper 
German  firms,  with  all  their  enterprise,  coul 
than  the  well-known  English  condition  of  * 
ments,"  which  lies  in  part  on  the  conservati 
English  banks.  Here  we  impinge  upon  one 
of  the  success  of  German  industry  in  Russia 
which  consists  in  this — that  the  balance-shee 
constant  control  of  their  demand  for  credit 
of  the  credit  allotted  by  German  banks.  I 
knowledge  of  the  position  of  the  entire  under 
fidence  in  the  latter,  which  is  often  unlimite 
banks  allot  credit  to  their  conunerce  and  p 
primarily  on  the  basis  of  actual  solid  securit 

At  the  same  time,  it  should  be  stated  t 
while  very  strictly  fixing  commercial  and  : 
their  native  country,  from  the  free  resources  w 
mulated,  before  the  war  allotted  vast  credits  t( 
this  manner  indirectly  promoting  the  prosper] 
merce  and  industry. 

An  industrial  enterprise,  although  young 
trust  of  German  banks  can  continuously  obt 
advances  for  the  acquisition  of  raw  materials 
of  production  on  the  basis  of  documents  whic 
acceptance  for  execution  of  solid  orders  in  B 
country,  whereas  the  English  industrialist  mi 
credit  with  actual  guarantees,  extract  his  floa 
the  actual  valuables  of  his  fortune,  and  no< 
appraisement  of  his  personality  by  the  banks. 

From  the  foregoing  it  may  be  concluded  thi 
English  to  the  conditions  and  demands  of  tl 
created  by  German  competition  in  many  respe 
sphere  of  the  will  and  opportunity  of  individual 
Incidentally,. considering  the  strong  individuj 
Saxon  character,  to  advise  slavish  imitation 
system,  which  in  many  respects  does  not  enjc 
the  English,  cannot  lead  to  a  practical  solution 

In  view  of  this,  proceeding  from  the  funda 
that  English  commerce  and  industry  wish  to 
consumer  the  same  benefits  and  indulgences 
could  give,  we  must  define  the  path  leading  U 
projected  aim,  adapting  ourselves  as  far  as  po 
liarities  of  the  financial,  industrial,  and  comir 
of  Great  Britain.     The  data  above  cited  will  f 
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don  of  the  necessity  and  propriety  of  the  measures  proposed 
below. 

In  60  far  as  the  existing  English  banks  find  it  impossible  to 
depart  from  their  traditions  and  pass  from  the  principle  of  the 
allotment  of  credit  on  the  basis  of  actual  guarantees  to  credit 
based  upon  a  moral  aspect — i.e.,  trust — an  outlet  from  the  situa- 
tion would  be  the  institution  in  England  of  a  series  of  industrial 
regional  banks  with  branches  in  all  the  industrial  localities  of 
England.  The  latter  condition  is  justified  in  that  for  regional 
banks  there  is  accessible  a  closer  and  more  intimate  tie  with 
interested  industrial  enterprises  which  permits  of  more  careful 
control  and  greater  flexibility  in  realisation  of  the  task  of  provid- 
ing extensive  credits  in  conformity  with  conditions  of  trade  in 
Russia.  For  this  object  also  a  certain  specialisation  of  banks 
in  more  characteristic  branches  would  subsequently  be  desirable. 
It  must  be  supposed  that  practical  realisation  of  this  idea  will  not 
encounter  special  obstacles,  seeing  that  the  same  banks  will 
bring  priceless  benefit  to  British  commerce  and  industry  in  trade 
not  only  with  Russia,  but  with  all  the  countries  of  the  world. 
The  foundation  of  this  kind  of  banks  must  afford  the  more  enter- 
prising elements  of  the  English  commercial  and  industrial  spheres 
an  opportunity  of  departing  from  the  traditional  and  incontro- 
vertible rule  of  "cash  against  documents." 

Concurrently  with  the  foundation  of  the  above-mentioned 
banks,  it  is  essential  to  establish  an  Anglo-Eussian  Transport 
Company,  the  task  of  which  would  consist  in  the  carriage  of  goods 
in  the  widest  sense  of  the  word  from  Russia  to  England  and  vice 
versA.  This  company,  working  on  commercial  principles  and 
enjoying  the  co-operation  of  the  Governments  of  both  England 
and  Russia  in  the  sense  of  satisf3dng  the  needs  of  successful  trade 
between  both  countries,  should  take  upon  itself  the  carriage  of 
any  goods  from  any  place  in  one  of  the  two  States  to  any  point 
of  the  other,  with  a  guarantee  of  minimum  freight,  both  railway 
and  maritime,  of  all  expenses,  and  even  of  Customs  import  or 
export  duties.  This  measure  must  put  an  end  to  the  second 
imprescriptible  formula,  "f.o.b.  any  English  port"  of  almost 
every  English  commercial  proposal.  The  above-mentioned  com- 
pany, however,  must  not  in  any  way  enjoy  special  privileges, 
excluding  the  possibility  of  the  inauguration  of  an  entire  series 
of  transport  enterprises  of  the  same  kind,  which  in  their  turn 
would  specialise  in  the  conveyance  of  cargoes  in  the  most  diverse 
directions,  hitherto  practised  and  possible  hereafter  in  the  trade 
of  two  States  which  possess  almost  two-thirds  of  the  surface  of 


Digitized  by 


f^oogle 


232  THE  BOONOMIO  JOXTBNAJ 

the  dry  land  of  the  globe.  On  the  contrary, 
importance  of  this  question,  it  is  desirable 
tioned  company  should  form  a  nucleus  for 
series  of  other  organisations  pursuing  the  i 
projected  company  should  participate  both 
navigation,  insurance,  and  perhaps  several  of 
transport  undertakings.  A  /description  of 
tion  of  this  idea,  of  course,  would  be  too  com] 
to  enlarge  upon  further  here,  but  it  is  necesE 
it  is  fully  attainable,  while  even  now  it  would 
the  bases  of  such  an  organisation.  In  ordei 
mum  utility  from  the  services  of  the  prop 
panies,  their  organisation  must  be  so  complel 
or  English  firm  will  be  able  in  not  more  ths 
to  obtain  precise  data  enabling  it  to  offer  its  { 
tion  to  its  foreign  consignee,  with  a  guarant( 
transport  companies  of  normal  outlays  for 
shipment,  and  every  other  operation,  includi 

However  ideal,  nevertheless,  the  organise 
industrial  banks  in  England,  and  of  trans 
must  not  lose  sight  of  the  fact  that  m 
owing  to  insufficient  acquaintance  with  Bus; 
independently  to  organise  the  sale  of  their  c 
ciples  that  have  already  become  customary 
tioned  above. 

There  is  still  greater  reason  to  fear  that  ] 
frequently  will  not  reconcile  itself  to  the  Gen 
sentation  linked  with  the  allotment  of  credits 
to  thousands  of  large  cind  small  customers,  th< 
credit  capacity,  and  all  the  vexatious  workfoi 
of  English  factories,  as  already  described, 
is  an  outlet  from  this  situation  through  the  si 
sary,  of  the  system  of  representation  by  big 
on  their  own  account  from  among  existing 
will  assume  certain  obligations  according  t 
over. 

Analogous  agreements  with  foreign  fact 
practised  by  Bussian  firms,  and  organisation  c 
ciples  will  not  prove  in  any  way  difficult,  es] 
which  seriously  desire  to  adapt  themselves 
of  the  Eussian  market,  both  as  regards  pricec 
with  the  object  of  developing  a  large  sale  in 

Simultaneously,  the  English  banks,  the  d 
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foundation  with  the  object  of  financing  industrial  enterprises  in 
England  has  already  been  mentioned,  should  participate,  con- 
jointly with  Eussian  capital,  in  the  establishment  of  a  Busso- 
English  Export  and  Import  Bank.  The  tasks  of  the  latter,  with 
branches  in  all  the  big  towns  of  Bussia,  would  be  in  the  first  place 
control,  discount,  and  inkdsso  of  bills  of  exchange  issued  to  them 
by  Bossian  distributing  firms  in  payment  for  the  deliveries  of 
English  purveyors  and  factories.  This*  bank  would  keep  watch 
over  the  credit  capacity  of  distributing  firms,  recommend  the 
choice  of  such,  and  regulate  relations  between  both  sides.  Seeing 
that  not  every  English  factory  would  be  destined  to  interest  the 
bigger  firms  in  all  the  more  important  commercial  centres  of 
Bussia  in  the  capacity  of  distributing  agents,  and  that  in  many 
cases  even  smaller  Bussian  firms  entitled  to  confidence  may  prove 
more  desirable  middlemen,  according  to  speciality,  than  the  larger 
ones,  the  duty  of  the  bank  would  be  to  guarantee  the  conscientious 
activity  of  these  firms  to  the  English  factories.  Special  attention 
must  be  paid  to  consignment  warehouses  under  the  supervision 
of  this  bank  and  its  branches.  From  these  warehouses  the  bank 
could  issue  consignment  goods  to  distributing  firms  in  proportion 
to  receipt  from  them  of  payments  or  the  release  of  utilised  credit. 

Incidentally,  this  bank  with  its  branches  would  co-operate 
with  operations  for  the  purchase  of  raw  materials  in  Bussia  for 
the  needs  of  English  factories  by  means  of  the  financing  of,  and 
the  issue  of   advances   to,  agriculturists   and   solid   customers. 
Proper  organisation  of  the  bank  in  the  shape  of  complete  fami- 
liarity with  English  requirements  as  to  quality,  and  with  regard 
to  sources  of  supply,  coupled  with  knowledge  of  Bussian  conditions, 
could  be  of  inestimable  benefit,  and  in  a  short  time  smooth  over 
and  even  wholly  obliterate  contradictions  in  methods  and  customs 
at  present  existing  owing  to  the  inadequate  mutual  knowledge 
of  both  parties.     Nevertheless,  the  rdle  of  a  Eusso-English  Export 
and  Import  Bank  would  be  far  from  limiting  itself  to  the  afore- 
said functions.    On  the  favourable  conclusion  of  the  war,  Bussia, 
guided    not  only  by  purely  politico-economic  considerations,  but 
also  those  of  State  defence,  will  have  to  exert  all  her  efforts  to 
engender  at  home  a  powerful  industry  embracing  the  most  diversi- 
fied branches.    The  realisation  of  this  task  without  the  participa- 
tion of  foreign  capital  will  be  difficult.     Undoubtedly,  it  will  be 
extremely  desirable  for  Bussia  that,  concurrently  with  the  further 
development  of  undertakings  with  French  capital  and  the  capital 
of  resuscitated  Belgium,  there  should  appear  enterprises  with 
English  capital,  in  view  of  the  assurance  that  by  virtue  of  the 
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spirit  of  English  culture  these  enterprises  will  pursue  exclusively 
cultural-economic  and  not  political  aims,  which  latterly  charac- 
terised German  enterprise. 

At  the  same  time,  the  Busso-English  Export  and  Import 
Bank's  acquaintance  with  Eussian  conditions  of  manufacture  and 
sale  must  serve  as  the  principal  link  of  that  chain  which  will  unite 
English  capital  seeking  investment  with  industrial  enterprise,  in 
the  working  of  the  hitherto  uselessly  dormant  riches  of  Eussia. 

The  same  bank  could  create  a  soil  for  the  foundation  of 
kindred  institutions  in  Eussia  by  existing  big  industrial  enter- 
prises in  England,  promoting  their  development  with  capital  and 
technical  experience.  This  would  also  be  appropriate  from  the 
standpoint  of  Eussian  interests,  since  it  is  known  that  many 
undertakings  which  have  arisen  in  this  manner — ^in  the  electric 
branch,  for  example — have  brought  about  no  small  benefit  during 
the  war. 

Lastly,  the  Eusso-English  Export  and  Import  Bank  can  play 
a  big  rdle  in  the  institution  in  Eussia  of  large  commercial  com- 
panies for  the  export  of  eggs,  butter,  grain,  herbs,  for  the  breed- 
ing of  cattle,  poultry,  the  slaughter  thereof,  freezing  and  ship- 
ment to  England,  and  for  the  exploitation  of  other  innumerable 
resources  of  the  Eussian  Empire. 

Of  course,  the  programme  here  noted  is  only  put  forward  in 
general  outline,  and  is  merely  a  starting-point  in  the  practical 
realisation  of  the  projected  ends. 

Irrespective  of  measures  in  the  creative  sphere  already  enu- 
merated, the  following  steps  are  also  indispensable  :  — 

1.  That  British  trade,  industry,  and  the  banks  should  abandon 
their  routine  and  conservatism  in  business  relations  with  Eussia 
and  offer  the  Eussian  producer  and  consumer,  if  not  greater, 
then  at  least  the  same  benefits  which  the  competitors  of  Great 
Britain  will  give  them,  both  on  account  of  export  and  import  to 
Eussia. 

2.  The  discontinuance  of  the  issue  by  English  banks  of  the  big 
credits  which  before  the  war  they  gave  to  German  banks,  and 
concurrently  the  organisation  in  Great  Britain  of  long-term  com- 
mercial and  industrial  credit  on  broad  principles. 

3.  The  establishment  of  the  custom  of  making  offers,  as  far 
as  possible,  in  Eussian  currency,  Eussian  weights  and  measures, 
and  in  the  Eussian  language  for  purchases  and  sales  in  Eussia; 
while  the  introduction  of  the  metric  system  of  weights  and 
measures  both  in  Eussia  and  England  would  be  still  more 
desirable. 
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4.  Bevision  of  the  English  cereal  contract  on  principles  con- 
forming to  the  interests  of  Eussian  export. 

5.  The  institution  of  regular  express  services  between  Eussian 
forts,  both  northern  and  southern,  and  ports  of  the  United 
£ingdom. 

6.  The  establishment  at  Eussian  ports  of  standardisation  of 
Eussian  raw  materiab  for  export,  in  conformity  with  the  demands 
of  the  British  consuming  market. 

7.  The  revision  of  Eussian  commercial  legislation  so  as  to 
adapt  it  to  the  requirements  of  the  time,  p^^ying  special  atten- 
tion to  laws  standardising  the  liquidation  of  bankruptcies.  British 
credit(^s,  having  thus  greater  guarantees,  will  more  willingly 
and  freely  extend  credit  to  their  Eussian  customers. 

8.  The  engagement  by  English  commercial  and  industrial 
institutions  of  persons  familiar  with  the  economic  conditions  and 
husbandry  of  Eussia  in  the  capacity  of  colleagues,  and  vice  versd. 

9.  The  issue  of  works  of  reference  and  directories  in  English 
and  Eussian,  embracing  all  the  commercial  and  industrial  life  of 
the  two  countries,  with  the  addition  of  an  agricultural  section  in 
the  case  of  Eussia. 

10.  The  institution  in  Eussia  of  information  bureaux  with 
permanent  exhibitions  of  articles  the  sale  of  which  it  would  be 
desirable  for  English  industry  to  carry  on  in  Eussia,  and  the 
institution  of  similar  bureaux  in  England  with  samples  of  articles 
of  export  to  Eussia. 

11.  Increase  of  tuition  in  the  English  language  in  Eussian 
middle  schools  and  of  Eussian  in  English  schools. 

12.  The  despatch  of  Eussian  youths  to  England  for  practical 
training  in  commercial  and  technical  professions,  and  similarly 
of  English  youths  to  Eussia. 

13.  The  largest  possible  reduction  of  psurcel  postage  and  tele- 
graph rates  between  England  and  Eussia. 

14.  Constant  mutual  study  and  investigation  of  both  countries 
by  means  of  the  organisation  of  professional,  scientific,  and 
tourist  excursions. 

15.  The  purchase  by  Eussian  and  English  banks  of  the  shares 
of  Bussian  banks  in  German  hands. 

Nevertheless,  from  the  standpoint  of  Eussian  interests,  the 
principal  element  in  the  effort  to  emancipate  Eussia  from 
German  influence  must  be  the  development  of  native  productive 
forces  and  the  creation  of  a  counterpoise  to  the  competition  of 
Gennan  industry  in  the  country  itself.  Eussia  is  a  young 
country  with  weakly  developed  industry  which,  in  the  presence 
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of  incalculable  natural  riches,  enjoys  the  meet  favourable  oppor- 
tunities of  flourishing  after  the  war,  given  the  extensive  enlist- 
ment of  the  capital  and  technical  experience  of  friendly  nations, 
in  a  shape  and  within  limits,  however,  which  do  not  menace  the 
fundamental  national  tasks.  For  this,  of  course,  it  is  essential 
to  remove  voids  and  prevent  fresh  mistakes  in  the  future  com- 
mercial policy  of  Bussia,  on  which  we  cannot  enlarge  in  the 
narrow  limits  of  this  article. 

In  connection  with  the  forthcoming  revision  of  commercial 
treaties,  a  question  of  capital  importance  is  the  amendment  of 
Customs  tariffs  in  accordance  with  a  firmly  projected  and  care- 
fully studied  programme.  By  means  of  the  detailed  analysis  of 
statistics  of  import  of  ready-made  goods,  the  export  of  raw  pro- 
ducts, and  with  regard  to  riches  as  yet  unworked,  it  is  neces- 
sary to  determine :  (1)  which  of  the  existing  or  of  the  lacking 
branches  of  Bussian  industry,  with  a  capacity  for  development, 
ought  to  be  protected  unconditionally  by  means  of  increased 
duties ;  (2)  in  what  branches  of  already  developed  and  established 
industry  ought  the  rivahy  of  foreign  import  to  be  allowed, 
through  gradual,  cautious  lowering  of  duties,  with  the  object  of 
further  improvement  and  cheapening  of  basic  materials  indis- 
pensable for  new  categories  of  manufacture;  (3)  upon  what 
foreign  wares,  primarily  special  machinery,  apparatus,  and  agn- 
cultural  implements,  is  it  undesirable  to  impose  high  duties 
in  view  of  non-correspondence  between  the  benefits  accruing 
from  manufacture  of  such  within  the  country  and  detriment  to 
the  development  of  other  extensive  branches  of  popular  husbandry 
requiring  these  articles ;  (4)  on  what  raw  materials  indispensable 
for  industry,  lacking  in  the  country  and  irreplaceable  by  other 
domestic  manufactures,  should  duties  be  rescinded  altogether  or 
reduced  to  a  minimum.  , 

Simultaneously  the  future  application  of  the  most  favoured 
nation  principle  must  be  submitted  to  serious  consideration. 


Conclusion. 

The  elements  of  economic  development  in  Bussia  and  Q-reat 
Britain  differ  fundamentally.  Both  coimtries  supplement  each 
other  in  much.  In  view  of  this  circumstance,  while  pursuing  the 
realisation  of  the  above-mentioned  measures  for  an  Anglo-Bussian 
economic  rapprochement,  subject  to  observation  of  the  principles 
we  have  just  mentioned  in  the  domain  of  Bussian  national 
interests,  there  cannot  be  any  doubt  that  the  more  rapidly  the 
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independent  economic  development  of  Eussia  proceeds,  and 
together  therewith  the  increase  of  the  wealth  of  her  population, 
the  greater  the  prospects  for  English  trade ;  Bussia,  too,  in  her 
turn,  will  derive  inestimable  benefit  from  closer  community  with 
the  noble  British  culture. 

Jules  E.  Gay 
(Member  of  the  Committee  t)/  the  Odessa  Branch  of 
the  RussO'English  Chamber  of  Commerce.) 
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bat  for  his  having  obtained  access  to  the  Economic  Journal  he 
would  not  have  understood  the  financial  measures  adopted  in  this 
country  on  the  outbreak  of  the  war.  Similarly,  those  of  our 
readers  who  have  an  opportunity  of  consulting  Professor 
JaBtrow's  treatise  on  money  and  credit  in  time  of  war  may  learn 
many  particulars  which,  owing  to  the  obstruction  of  the  ordinary 
channels  of  information,  have  been  unknown  to  or  misunder- 
stood by  competent  English  writers  on  these  subjects.  For 
example,  it  has  been  erroneously  stated  with  respect  to  the  extra- 
wdinary  or  emergency  levy  on  property  which  was  imposed  by 
the  German  Gk)yemment  in  1913  that  not  a  penny  was  paid. 
Whereas  according  to  Professor  Jastrow  the  instalments  were 
duly  and  pimctually  paid  (50).^ 

Particulars  of  the  sort  just  instanced  could  not  be  reproduced 
within  our  space.  We  can  only  hope  to  present  general  proposi- 
tions, aferqus,  or  synoptic  views.  Seen  through  coloured  glasses 
these  views  may  have  been ;  yet  seen  from  points  new  to  many 
of  UB,  and  nearer  the  objects  than  the  points  of  view  to  which  we 
are  accustomed.  The  diversified  observations  and  reflections 
which  such  a  survey  will  present  do  not  lend  themselves  to  a 
methodical  arrangement.  We  may  introduce  a  certain  degree  of 
order  by  proceeding  from  the  more. to  f^e  less  exact  and  positive 
kinds  of  knowledge,  from  the  science  of  wealth  to  the  philosophy 
(A.  well-being. 

We  begin  with  the  subject  which  of  all  those  comprised  in  the 
niost  ^sitive  of  the  social  sciences,  namely,  economics,  is  the  one 
which  admits  of  the  most  exact  treatment,  namely,  money.  We 
have  before  us  at  least  three  very  high  authorities  on  war  finance. 
Dr.  Biesser  authentically  describes  financial  arrangements  of 
which  he  was  a  great  part.  Professor  Jastrow  shows  reason  to 
believe  that  the  German  war  finance  is  not  so  absurd  as  some 
English  critics  would  have  us  to  believe.  Thus,  as  to  the  much- 
derided  Darlehenkassen,  there  is  this  much  at  least  to  be  said  in 
their  favour  :  that  comparatively  little  use  has  been  made  of  them 
(as  true  now  as  when  the  author  wrote).  Alluding  to  the  com- 
plicated structure  of  that  loan  fund,  Professor  Jastrow  says  cauti- 
ously, "I  don '4;  think  that  there  is  any  part  of  the  construction 
which  is  not  adequately  secured.  And  I  am  far  from  disputing 
that  this  complicated  arrangement  is  most  ingenious  (geistreich). 
Still,  I  am  glad  that  our  credit  system  is  not  based  upon  mental 
endowments  (Geistesreichtum),  but  on  more  tangible  assets"  (29). 

^  A  numeral  in  braokets  throughout  this  article  refers  to  the  page  of  the  work 
which  the  context  shows  to  be  under  consideration. 

No.  106. — ^voL.  xxvn.  R 
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To  the  criticism  of  an  English  writer  that  there  was  no  founda- 
tion for  the  German  financial  system  but  confidence  in  the  soc- 
cess  of  their  arms,  Professor  Jastrow  replies  proudly  that  the 
critic  is  right.    "We  wish,"  he  says,  "no  other  foundation  for 
our  economic  life  than  the  sure  confidence  that  we  shall  weather 
(bestehen)  this  struggle.     Our  national  credit  in  time  of  war  is 
a  main  constituent  of  our  faith  in  our  country  (ganz  prindpiell 
ist  uns  der  Kredit  BestandtheU  des  VeHrauens  zum  Vaterlande)'' 
(53).    The  credit  of  the  Eeichsbank,  in  particular  the  confidence 
in  the  "coined  credit"  formed  by  its  inconvertible  notes,  is  thus 
explained.    The  outbreak  of  war  which  threatened  by  a  sudden 
shock  to  ov^hrow  credit,    set    loose    psychical    forces    which 
counteracted    that    danger.     "To    the    security    of    our    credit 
system  there  conduced  all  the  feelings  of  inspiring  faith  that  we 
experienced  in  those  days,  the  quiet  cheerful  courage  oi  the  young 
men  leaving  for  the  Front,  the  tearless  pride  of  the  mother ;  the 
silent  piety  of  the  whole  people.    To  appreciate  the  strength  of 
credit  one  must  appreciate  the  entire  mentality  (Stimmung)  on 
which  it  rests  "  (7).    Another  well-documented  and  very  luminous 
tract  on  the  financial  equipment  of  his  country  for  the  war  was 
contributed  by  Professor  Eulenburg  at  the  beginning  of  1916. 
Among  the  resources  which  he  surveys,  a  prominent  place  is,  ^ 
course,  assigned  to  the  national  income  and  the  national  property 
(or  capital,  in  Giffen's  phrase).    The  amounts  may  easily  be  re- 
membered by  observing  that  they  are  of  the  same  order  as  the 
corresponding  quantities  for  the  United  Kingdom — absolutely  and 
therefore  less  relatively  to  the  population ;  the  German  inocwne,  say, 
about  £2,100,000,000,  a  little  less  than  ours,  the  property  about 
£16,000,000,000,  perhaps  a  little  greater.     We  have  not  quite 
followed  the  plans  by  which  the  author  proposes  to  render  avail- 
able some  part  of  the  national  savings.    He  cannot  be  suspected, 
like  some  English  Socialisls,  of  conceiving  that  the  national  capi^ 
can  be  directly  applied  to  the  production  of  munitions.      "The 
national  property  has  only  a  potential  or  ideal  value  (nur  irrealen 
Wert) ;  it  is  fixed,  and  cannot  be  made  liquid  or  circulating  "  (35). 
That  sparing  is  a  great  source  of  revenue  is  a  lesson  taught 
by  many  of  our  authors.     Our  own  Economist  could  not  nK)re 
insistently  deprecate  expenditure  on  useless  luxury.      Alcohol, 
tobacco,  perfumery,  advertisements  are  mentioned  among  articles 
which  could  be  spared — in  short,  all  that  a  leading  English  writer 
on  the  relation  of  money  to  war  describes  as  ''futile  frillings." 
The  Germans  early  experienced  that  maximum  pnces  were  not 
adequate  to  secure  economy  combined  with  equity.   The  rich  man 
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might  be  able  at  the  assigned  price  of  com,  for  instance,  to  feed 
not  only  himself  but  his  pigs,  while  the  poor  man  found  himself 
in  the  condition  which  induced  the  Prodigal  Son  to  think  of 
returning  home.  But  we  are  unable  to  add  to  the  light  which 
has  been  already  thrown  on  this  topic  in  the  Economic  Joubnal, 
particularly  in  the  last  number  (p.  140),  since  those  of  our  authors 
who  treat  of  rationing  wrote  before  the  more  drastic  forms  of  this 
[Hractice  were  introduced. 

That  resources  for  war  are  to  be  obtained  by  abstention  from 
ordinary  consumption  is  an  old  doctrine,  well  taught  long  ago  by 
Chalmers.  But  Chalmers  and  the  still  older  economists  were  not 
equally  successful  in  answering  the  question :  On  what  terms 
shall  the  State  appropriate  the  resources  thus  made  available?  by 
compulsory  taxation,  or  by  a  loan  with  future  compensation  in  the 
form  of  interest?  The  older  economists  argued  as  if  a  war  loan 
taken  up  by  citizens  were  exactly  on  a  par  with  a  loan  obtained 
from  a  foreign  nation,  or  with  the  borrowings  of  an  individual 
spendthrift.  But  the  sacrifice  of  the  future  to  the  present  which  the 
analogy  implies  does  not  hold  good,  as  Professor  Pigou  has  lately 
pointed  out  (c/.  Economic  Journal,  Vol.  XXVI.,  p.  225).  But 
though  the  roots  of  the  old  doctrine  are  thus  cut  away,  yet,  strange 
to  say,  it  still  bears  fruit ;  our  experts  still  hold  to  the  old 
maxim,  so  powerfully  enunciated  by  Gladstone,  that  it  is  prefer- 
able to  tax  than  to  borrow.  In  fact,  the  old  conclusion  has  been 
grafted  on  new  premisses;  the  tendency  of  loans  to  produce 
monetary  inflation,  the  probability  that  the  payment  of  interest 
will  involve  hardship  to  the  poorer  classes.  This  new  reasoning 
commands  our  assent.  Yet  it  is  not  so  self-evident,  not  so 
securely  established  by  universal  consent,  as  not  to  stand  in  need 
of  confirmation  by  comparison  with  the  views  of  independent 
aothcMrities.  Now  the  German  economists  with  few  exceptions 
seem  inclined  to  prefer  borrowing  to  present  taxation  for  pur- 
poses of  war.  Professor  Eulenburg,  himself  no  mean  authority, 
refers,  in  confirmation  of  his  own  views,  to  Professor  H. 
Dietzel,  who  might  be  described  in  our  judgment  as  one  of  the 
acutest  of  living  (German  economists.  Professor  Dietzel,  in  his 
tract  entitled,  Kriegssteuem  oder  Kriegsanleihenf,  published  in 
1913,  advocates  war  loans  as  preferable  in  general  to  war  taxes. 
He  rests  his  case  largely  on  the  disturbance  to  industry  caused  by 
heavy  taxation — much  the  same  ground  as  that  upon  which 
Leroy  Beaulieu  condemns  Macculloch's  suggestion  that  the 
whole  cost  to  England  of  the  war  of  the  French  Bevolution  might 
well  have  been  defrayed  without  borrowing,  or  the  proposal  made 
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by  a  French  politiciwi  after  the  Franco-German  war  that  the 
whole  of  the  indemnity  should  be  discharged  at  once  by  one  enor- 
mous levy.  Dietzel's  conclusion  is  no  doubt  untenable  in  all  its 
generality,  in  virtue  of  those  recent  arguments  to  which  we  have 
referred  and  other  practical  considerations.  But  his  arguments 
may  well  affect  some  questions  of  degree ;  whether,  for  instance, 
with  reference  to  the  colossal  expenditure  of  the  United  Kingdom 
in  the  present  war  the  proportion  raised  by  present  taxation,  say, 
about  20  per  cent,  of  the  total  expenditure,  is  so  culpably  deficient, 
compares  so  unfavourably  with  the  proportion  of  50  per  cent, 
attained  in  some  former  wars,  as  our  English  authorities  seem  to 
take  for  granted.  At  least  we  are  entitled  to  suspect  arguments 
which  leave  out  of  account  two  essential  factors  :  the  degree  m 
which  the  method  adopted  for  raising  the  loaji  produces  mone- 
tary inflation,  and  the  distribution  of  taxation  for  payment  of 
interest  compared  with  the  proportions  in  which  different  classes  of 
the  community  have  taken  up  the  loan.  Suppose,  for  instance,  as 
was  true  at  the  date  when  Professor  Jastrow  wrote,  that  half  the 
German  loans  have  been  contributed  by  persons  with  less  than 
£1,000  a  year;  if  half  the  future  taxation  is  raised  from  that 
section  of  the  population  and  as  far  as  possible  from  each 
stratum  in  proportion  to  the  contribution  which  it  made  to  the 
loans,  where  is  the  great,  or  rather  where  is  the  inequitable, 
hardship  to  the  poorer  classes — apart  from  the  consequences  of 
changes  in  the  level  of  prices.  It  is  fair  to  add,  when  appealing 
to  the  authority  of  the  German  economists,  that  they  have  more 
or  less  distinctly  in  view  the  possibility  of  covering  the  exx)endi- 
ture  on  war  by  indemnities  levied  on  the  conquered.  **It  is  really 
superfluous,"  says  Professor  Eulenburg,  "to  trouble  our  heads 
beforehand  about  the  matter" — the  imposition  of  taxes  for  the 
payment  of  interest  on  the  war  loan — "since  all  must  depend 
upon  the  indemnity  "  (34). 

Taking  for  granted  that  the  financing  of  the  war  will  not 
begin  till  after  the  war,  Professor  Mombert  inquires  what  the 
character  of  taxation  should  be — as  to  its  general  features,  for 
it  would  be  premature  to  discuss  particular  taxes.  He  has  pro* 
duced  a  disquisition  which  may  be  described  as  sound  and  credit- 
able, but  somewhat  affected  by  the  common  fault  of  German 
economic  writing,  the  tendency  to  dilate  upon  the  obvious. 
Among  more  than  forty  pages  of  generalities  we  have  found  only 
two  ideas  which  call  for  notice  here.  One  of  these  seems  not  a 
very  good*  idea,  namely,  the  proposal  to  tax  by  preference  raw 
material  with  a  view  to  encourage  economy  in  the  use  thereof 
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(32).  This  proposal  appears  to  us  open  to  the  objections  which 
Leroy  Beaulieu  has  directed  against  Macculloch's  theory  that 
taxation  induces  manufacturers  to  be  more  efficient.  MaccuUoch 
was  not  indeed,  if  we  remember  rightly,  referring  to  raw  material 
so  much  as  to  later  stages  of  production.  But  the  objection  is  not 
quite  parried  by  this  circumstance.  Leroy  Beaulieu  admits  as 
against  this  case  the  instance  on  which  Professor  Mombert  sets 
great  store,  namely,  the  encouragement  to  the  production  of  beet- 
sugar  incidentally  caused  by  the  virtual  taxation  of  the  raw 
material.  But  the  instances  adduced  are  not  sufficient,  thinks 
Leroy  Beaulieu,  to  prove  a  general  theory.  Professor  Mombert 
makes  a  second  proposal  which  would  have  appeared  to  the  older 
economists  as  heterodox  as  his  first,  but  which  is  now  becoming 
fashionable,  the  proposal  to  encourage  the  growth  of  population 
by  means  of  taxation. 

The  last  subject  is  further  considered  by  Professor  Mombert  in 
his  treatise  on  the  policy  to  be  adopted  with  respect  to  the  popu- 
lation question  after  the  war.     He  elaborates  a  theory  of  popula- 
tion which  in  its  broad  lines  may  be  regarded  as  coincident  with 
that  which  Dr.  Marshall   has  made  familiar    to    the    English 
reader ;  that  in  virtue  of  the  law  of  increasing  returns,  increase  of 
population  is  desirable,  provided  that  it  is  not  seriously  counter- 
acted by  the  law  of  decreasing  returns — provided  that,  in  our 
author's  phrase,  there  is  an  adequate  Nahrungsspielraum.   Subject 
to  this  proviso.  Dr.  Mombert  seems  to  desire  increase  of  popula- 
tion for  much  the  same  reasons  as  the  mercantilists  of  old.    Like 
Bishop  Berkeley,  he  wishes  for  a  country  full  of  inhabitants ;  but 
he  perhaps  differs  from  the  Bishop  in  laying  more  stress  upon 
power  than  on  plenty  as  the  aim  of  population  policy.    He  would 
certainly  give  the  answer  which  the  Querist  expected  to  the  ques- 
tion :  "  Whether  the  public  is  more  concerned  in  anything  than 
the  procreation  of  able  citizens?  "    But  the  hint  dropped  by  the 
speculative  Bishop  when  he  alludes  to  the  breeding  of  Barb  and 
Arab  horses  finds  no  echo  in  the  sober  counsels  of  the  German 
statistician.   No  countenance  is  here  given  to  the  surmise  that  the 
docile  German  people  will  adopt  some  new  variety  of  marriage- 
law  calculated  to  repair  the  losses  both  in  the  number  and  in  the 
qTiality  of  the  population  caused  both  by  the  direct  loss  of  men  in 
^ar  and  by  the  effect  of  that  loss  upon  succeeding  generations. 
Professor  Mombert's  recommendations  are  mainly  based  on  the 
iH)w  generally  accepted  principle  of  equal  sacrifice  in  taxation,  that 
tte  burden  should  be  lightened  for  those  who  have  undertaken  the 
rfwffge  of  families.    He  makes  several  suggestions  for  carrying  out 
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this  principle ;  for  instance,  that  the  increase  of  salary  which  now 
accrues  to  Government  officials  after  a  long  term  of  service  should 
come  for  those  who  have  families  at  a  time  when  the  expense  of 
bringing  up  a  family  presses  most  heavily  (75).  Again,  married 
women  should  be  more  largely  employed  by  the  Government,  pw- 
ticularly  in  education,  their  hours  of  work  being  reduced  by  a  half, 
so  as  to  permit  of  their  attending  to  home  duties  (84).  The 
additional  cost  involved  in  these  arrangements  is  to  fall  on  the 
unmarried. 

For  the  purpose  of  staving  off  the  law  of  diminishing  returns, 
and  enlarging  the  Nahrungsspielraum,  there  are  some  proposals 
for  increasing  cultivation  which  might  reward  the  attention  of  our 
legislators.  He  makes  one  suggestion  which  would  hardly  be 
expressed  so  openly  by  a  writer  of  any  other  nationality,  namely, 
that  the  German  population,  relatively  to  its  rivals,  should  be 
augmented  by  taking  territory  from  their  enemies  and  adding 
it  to  their  own  :  "as  we  hope  and  expect  as  a  consequence  of  the 
present  war  "  (111).  Hunger,  he  observes,,  referring  to  the  his- 
torian Dahn,  was  the  main  motive  of  the  barbarian  invasions  of 
the  Boman  Empire.  "When  people  now  in  the  present  san- 
guinary conflict  of  nations  speak  of  the  German  people's  struggle 
for  existence,  this  only  means  the  fight  for  Nahrungsspiel' 
raum"  (56). 

The  matter  is  put  more  explicitly  by  Dr.  Prange.    Surveying 
the  territory  of  Germany's  great  Eastern  neighbour,  he  points 
out  the  proportions  in  which  the  fertile  soil  desmbed  as  "black 
earth,"  abounds  in  Eussia.    How  nice  it  would  be,  he  says  m 
effect  (105),  if  Germany  had  some  of  that  black  earth.   He  quotes 
with  approbation  Gentz,  an  author  who  flourished  at  the  end  of 
last  century.    "The  Eussian  people  is  not  competent  to  cultivate 
the  enormous  extent  of  land  which  it  has  occupied ;  we  need  this 
land,  and  if  we  possessed  it  would  soon  put  it  to  its  best  use.   We, 
as  a  nation,  suffer  from  an  hypertrophy  of  brain;  we  have  an 
excess  of  intelligence,  of  talents  (Geistem)  which  are  suited  for 
leading  others^  for  conducting  useful  undertakings;  an  excess 
which  if  not  employed  runs  into  moral  and  political  extrava- 
gances.   The  Eussians,  on  the  other  hand,  need  strong,  intelli- 
gent, faithful  leading ;  it  is  as  much  a  necessity  to  them  as  their 
daily  bread  i  in  fact,  it  is  only  by  such  leading  that  they  can  be 
certain  of  obtaining  their  bread.    There  are  no  two  people  on 
the  earth  that  stand  so  mutually  in  need  of  each  other.    If  ten 
million  Germans  flowed  into  Bussia,  both    people    would    be 
benefited.  .  .     What  prevents  us?    Is  it  reverenced  for  Tsardom 
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aod  its  Bureaucracy?  Has  any  brave  people  ever  let  itself  be 
kepi  back  by  reverence  for  any  kind  of  Majesty  from  getting 
for  itself  what  it  needed  and  to  which  it  had  a  well-grounded 
claim?  Were  our  German  ancestors  deterred  by  the  reverence 
which  they  really  felt  for  the  Boman  Empire,  which  was 
really  deserved  by  the  Empire,  from  sending  their  super- 
abundant youth  with  mailed  fist  (mit  gewaffneter  Hand)  beyond 
their  boundaries  and  demanding  land?  .  .  .  Barbarians  were  not 
afraid  to  break  up  (aufzutosen)  a  highly  civilised,  highly  cultured 
(um  die  Kultur  hoch  verdienter)  Empire,  and  shall  we,  who 
bring  civilisation  (KtUturbringer);  shrink  from  the  necessary 
expansion?  (128).  .  .  .  Otherwise,  alas!  for  our  posterity,  and 
well  for  the  man  who  is  childless  "  (134).  * 

To  the  economist  brooding  upon  the  doctrines  of  Mill  and 
Malthus  there  is  here  revealed  a  cause  of  war  far  deeper  than  the 
incidents  upon  which  popular  imagination  fastens,  the  folly  of  . 
an  emperor  or  the  mistake  of  a  diplomatist.    Not  even  the  change 
of  heart  which  is  properly  preached  as  an  essential  condition  for 
ensuing  peace  would  alone  suffice  to  annul  this  cause  of  war. 
Against  an  enemy  minded  as  there  is  reason  to  believe  ours  is, 
what  would  it  avail  to  follow  the  advice  of  our  pacifists,  as  thus 
expressed  by  the  ablest  and  most  outspoken  of  them?    "If  the 
Germans,  instead  of  being  resisted  by  force  of  arms,  had  been 
passively    permitted    to    establish    themselves    wherever    they 
pleased,  the  halo  of  glory  and  courage  surrounding  the  brutality  of 
military  success  would  have  been  absent,  and  public  opinion  in 
(Germany  would  have  rendered  any  oppression  impossible.     As 
between  civilised  nations,  therefore,  the  principle  of  non-resist- 
ance would  seem  not  only  a  distant  religious  ideal,  but  the  course 
ot  practical    wisdom"  (The   Honble.  Bertrand    Eussell,  Inter^ 
national  Journal  of  Ethics,  January,  1915,  pp.  39-40). 

It  is  a  remarkable  but  hardly  regrettable  incident  of  our  com- 
plicated nature  that  the  virtues  which  war  is  apt  to  develop 
flourish,  notwithstanding  a  taixit  of  injustice  in  the  originating 
cause  of  a  war.  Almost  all  our  authors  testify  to  the  moral 
awakening  which  Germany  has  experienced;  to  the  industry, 
thrift,  patience,  union  of  purpose  and  feeling,  and  other  fruits 
of  the  spirit  which  patriotism,  evoked  by  war,  hsiS  promoted. 
A  particularly  striking  and  beautiful  testimony  to  the  loyalty  of 
the  (Tcrman  working  classes  is  given  by  Professor  Brentano  in  the 
brochure  with  which  he  inaugurated  the  second  anniversary  of  the 
declaration  of  war  (10).  Manyx)f  our  writers  anticipate  political 
changee  in  the  direction  of  greater  liberty.    Dr.  Bering  elaborates 
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a  philosophical  parallel  between  the  Kriegss 
been  brought  about  and  the  moral — ^as  ^well 
tion  of  Fichte's  "Closed  Commercial  State. 

It  is  not  to  be  supposed  that  the  bulk  of  ] 
conscious  of  being  "out"  to  take  their  n 
Their  state  of  mind  is,  no  doubt,  not  so  we 
passages  which  we  have  cited  from  Dr.  Pran 
passages  in  which  he  describes  England  as 
selfish  interests,  engineered  the  war  on  Gem 
aggressive  spirit  of  England  from  the  time 
that  of  Edward  VII.,  with  the  aid-first  of  R 
of  his  favourite  author,  Jentsch.  These  au 
latter,  are  cited  to  show  that  England's  boa 
tained,  not  by  work  and  saving,  but  by  robb< 
Why  talk  of  the  horrors  of  the  Inquisition  ? 
chambers  cannot  compare  with  the  English  fa 
treatment  of  the  Irish  and  the  exploitation  of  tl 
are  brought  up  against  England.  This  e 
country's  misdeeds  in  the  past*  affects  us  like 
which  now,  as  in  the  days  of  Homer,  may 
street  poured  forth  by  an  angry  scold — "pai 
false,"  as  the  poet  who  knew  human  nature 
through  the  mouth  of  his  most  sensible  hero 
sible  to  attribute  bad  motives ;  for  instance,  tc 
Napoleonic  war,  if  with  Dr.  Prange  we  tak 
from  Napoleon's  utterances  at  St.  Helena !  (6 

Our  readers  may  perhaps  suppose  that  Dr 
high  authority  on  insurance  and  a  very  com 
cannot  be  taken  as  representative  of  Qerman  1 
better  known  writers  adopt  a  similar  tone  witt 
played  by  England.  One  only  of  our  auth< 
should  describe  as  a  man  of  light  rather  th 
Peter  Schmidt,  holds  the  balance  pretty  evenlj 
whose  race  for  zones  of  influence  led  to  this  ^ 
for  economic  power,  this  Weltwirtschaftkriei 
ultimate  cause,  he  thinks ;  who  put  the  last  dr< 
vessel  of  wrath  is  angrily  disputed.  The  better 
is  less  moderate.  In  the  manner  of  Dr.  Pl-ang< 
unhappy,  far-off  things"  to  the  dispi^agemei 
Coming  to  recent  times,  he  affirms  that  in  tt 
1,400  women  and  children,  being  {>tit  upbn  1 
notorious  toncentration  camps,  perished  by 
(Man  toiisHe  doss  .  .  .  England  .  .  .  528  Ffy 
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der  Katie  jammervoll  unkommen  lassen).  He  makes  great  play 
with  the  Belgian  treaty  of  1906  to  the  effect  that  "  England  .  .  . 
without  violation  of  the  neutrality  of  Belgium  by  Germany,  and 
even  without  the  consent  of  Belgium,  would  let  her  troops  land  in 
Belgium."  Plunging  into  the  negotiations  before  the  war,  Dr. 
Biesser  emerges  with  the  proof  of  Grey's  shocking  duplicity  (wid- 
erliches  Doppelspiel), 

More  sensibly  Professor  Brentano  tells  his  Zurich  audience 
not  to  be  afraid  of  his  troubling  them  with  the  contents  of 
Blue-,  Red-,  Green-,  Yellow-,  Grey-,  or  White-Books.  None  of 
the  belligerent  nations,  in  his  opinion,  has  reason  to  be  proud  of 
the  services  of  their  diplomatists.  But  as  to  the  deeper  causes 
of  the  war  he  fully  believes  in  the  "encircling  policy"  (Ein- 
kreisungpolitik)  of  Edward  VII.  (12,  22).  He  complains  of  the 
policy  adopted  by  William  III.,  which  made  England  the  tongue 
on  the  balance  of  European  power  (16).  But  surely  William  III.'s 
promotion  of  the  coalition  against  France  admits  of  a  more  favour- 
able construction  than  that  it  was  merely  a  policy  of  encirclement 
in  the  interests  of  England.  Even  Mr.  Bertrand  Bussell  admits 
that  we  were  justified  in  inclining  the  balance  of  power  against 
Louis  XrV.  (Social  Reconstruction). 

.Abominably  as  England  has  behaved,  according  to  Professor 
Brentano,  he  yet  warns  his  countrymen  against  prejudicing  their 
commercial  interests  by  the  indulgence  of  hate.  He  well  re-states 
the  free-trade  doctrine  that  the  home  country  should  not  injure 
itself  in  order  to  spite  the  foreigner.  Besides,  trade  wars  lead  to 
real  wars.  A  tragic  picture  of  the  calamities  caused  by  the  war  is 
reproduced  from  a  contemporary  publication.  There  is  shown 
as  in  a  vision  an  almost  interminable  procession,  a  column  march- 
iog  four  abreast  consisting  of  all  the  victims  of  the  war :  the 
dead,  the  wounded,  the  invalided,  the  imprisoned,  the  exiled, 
the  famished,  the  bereaved.  .  .  .  The  column,  marching  night 
and  day,  would  take  many  weeks  to  pass.  That  small  fraction  of 
it  which  consists  of  the  only  sons  (of  all  countries)  killed  in  the 
war  would  take  twenty-four  hours  to  march  past.  Such  being  the 
horrors  of  war,  and  seeing  that  it  is  the  tendency  of  trade  bojreott 
to  produce  war,  how  bad  and  mad  are  the  resolutions  adopted  by 
the  Conference  of  Paris  last  year  1 

These  reflections  appear  to  us  in  the  main  just.  It  is  candid  <A 
the  German  professor  to  admit  that  ''the  trade  policy  to  which 
Germany  has  been  devoted  for  more  than  three  decades  has  essen- 
tially contributed  to  produce  an  increasing  following  in  England  (^ 
that  encircling  pc^cy  of  Edward  VII.  which  was  directed  against  the 
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German  trade  policy  "  (22).  "There  is  only 
says,  "of  assuaging  hate  and  thereby  obtai 
pea<^  :  for  the  future  to  abandon  all  trade  c 
by  which  it  is  subserved  "  (23).  It  should  1 
that  he  has  not  quite  done  justice  to  the  i 
traders  who  took  part  in  the  Conference  o 
which  they  had  in  view  was  not  the  bogey  c 
tionist,  not  the  action  of  normally  comp< 
"dumping"  or  some  other  form  of  "penetra 
subsidised  by  a  hostile  Government  acting  in 
like  a  Trust  when  it  "freezes  out "  its  rivals. 
Blue  Book  [Cd.  1761,  p.  296] ,  which  was  j 
cognised  this  case  as  exceptionally  dangerouE 
that  the  case  then  actually  occurred.  It  will 
to  mention  another  case  in  which  resort  to  th< 
warfare  may  be  justified.  It  may  be  use* 
an  international  agreement  such  as  that  w 
proposed,  under  the  title  of  Enforced  Peai 
guished  American  statesmen  and  philosopb 
dent  Wilson.  "The  signatories,"  so  runs  th 
use  both  their  economic  and  military  force 
their  number  that  goes  to  war  or  commits  ac 
another  of  the  signatories  before  any  questioi 
mitted  " — for  discussion,  as  provided  in  the 
Our  German  authors  do  not  concern  thei 
of  peace.  But  they  make  some  suggestion 
nected  topic  :  the  revision  of  international  I 
tano  insists  strongly  on  the  freedom  of  the 
of  merchant  ships  (not  carrying  contraband! 
enemy.  But  he  hardly  lealises  the  difficull 
patriot  feels  about  entering  into  an  agreen 
with  a  Power  so  strong  and  so  unscru| 
The  difficulty  is  well  stated  by  Professor 
number  of  Scientia.  This  is  not  the  place  t 
this  question  we  should  side  with  those  whoc 
describes  as  the  inheritors  of  the  mantle  of 
"men  like  Charles  Trevelyan,  Bamsay  Mac 
sonby^  and  the -distinguished  English  auth< 
or  rather  vnth  John  Stuart  Mill,  regard  t 
abandonment  of  our  chief  defensive  weapon 
an  enemy  in  his  commerce  "  (Times,  March 
connection  we  ought  also  to  mention  Prol 
intemperate  protest  against  the  prohibitioi 
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Britifih  Grovemment  of  payments  to  "alien  enemies.**  He  admits 
that  this  is  in  accordance  with  English  law,  but  he  never  expected 
that  so  bad  a  law  would  be  carried  out  (45  ;  cf .  Archiv  fUr  Soziale 
Wissenschaft,  1916,  Kriegsheft  4,  p.  53,  by  the  same  writer). 

These  topics  will  not  appear  too  remote  from  economics  by 
those  who  recognise  analogy  between  industrial  disputes  and 
international  conflicts.  The  analogy  is  conspicuous  in  the  pro- 
granmie  of  the  American  league  to  which  we  have  referred.  Its 
fundamental  proposal  is  exactly  parallel  to  a  plan  which  is  now 
becoming  generally  accepted  with  respect  to  industrial  disputes; 
which  is  thus  reconmiended  by  the  Beport  of  the  Industrial  Coun- 
cil, 1913  [Cd.  6952],  "that  there  shall  be  no  stoppage  of  work  or 
alteration  of  the  conditions  of  employment  until  the  dispute  has 
been  investigated  by  some  agreed  tribunal  and  a  pronouncement 
made  upon  it." 

We  could  wish  to  have  heard  one  of  our  authors,  Professor 
Voigt,  upon  this  topic.  He  has,  however,  chosen  a  different 
subject,  pointing  out  with  great  ability  as  against  Professor  Jaff^ 
{cf.  Economic  Joubnal,  Vol.  XXV.,  p.  449)  and  other  contem- 
porary writers  that  the  war  has  not  introduced  any  essentially  new 
economic  principles,  none  that  were  not  familiar  to  those  who  had 
studied  the  history  of  sieges  and  other  periods  of  emergency.  He 
would,  no  doubt,  endorse  Professor  Pantaleoni's  dictum  that  the 
war  presents  many  recent,  but  not  any  new,  economic  phenomena. 
The  transient  phases  of  war  socialism  and  war  economics  (Kriegs- 
iozialisfnus,  Kriegsmrtschaftlehre)  will  pass  with  the  return  of 
peace,  some  ordinary  blend  of  individualism  and  governmental 
intervention  succeeding. 

The  reason  why  we  had  wished  to  hear  Professor  Voigt  on  the 
subjects  of  industrial  conciliation  and  international  peace  is  that 
be  is  the  one  German  author  known  to  us  who  is  conversant  with 
the  modern  analysis  which  is  applicable  to  transactions  between 
self-interested  parties,  whether  with  or  without  competition.  In 
fact,  he  independently  struck  out,  as  noticed  in  a  former  number 
of  the  Economic  Journal  (Vol.  IV.,  p.  202),  a  portion  of  that 
analysis  which  Professor  Pigou  has  employed  with  success  in  his 
Industrial  Peace.  Some  notion  of  this  abstract  doctrine — of  its 
tendency  to  clarify  intellects  and  cool  animosities— may  be 
gathered  from  the  less  severely  abstract  theory  propounded  by 
Professor  J.  B.  Clark  in  Scientia  (1916),  referred  to  in  the 
Economic  Journal,  Vol.  XXVI.,  p.  409. 

Professor  Clark,  in  the  important  contribution  which  he  makes 
to  the  volume  entitled  Industrial  Peace,  makes  an  observation 


Digitized  by 


yQ^ogle 


260  THB    BOOKOMIO    JOTJBNA 

which  is  relevant  to  the  present  study.  He 
entrance  of  Germany  in  the  near  futurci,  a 
league.  "There  would  be  very  little  coheren 
in  which  both  the  Teutons  and  the  Wester 
bined."  The  combination  might  be  illustra 
peace  in  which  sticks  of  dynamite  were  inse 
of  stone."  But  we  are  not  precluded  from  h 
many  might  ultimately  take  this  very  modes! 
of  minimising  war.  For  this  mere  beginr 
would  not  mean  Utopian  abandonment  of  all 
the  parallel  industrial  arrangement  would 
Some  strikes  would  be  averted  by  the  parties 
settling  their  differences  by  discussion.  Sti 
warning,  as  by  workers  in  works  of  public 
would  be  penalised.  Analogously  the  pot 
which  Mahan  contemplates  (Armaments  ana 
64)  would  often  take  the  place  of  actual  figh 
who  should  steal  a  march  on  an  unsuspect 
incur  the  hostility  of  the  leagued  nations, 
towards  improved  international  relations  mi 
nation  which  believed  that  right  rests  ultin 
that  it  is  normal  to  seek  aggrandisement  b; 
not  renounce  deliberate  exercise  of  force.  Tl 
of  the  Eoman  Empire,  who  are  so  much  adm 
descendants,  would  not  have  been  permanent 
a  treaty.  The  rivalry  of  Eome  and  Carthage 
sisted — ^with  some  mitigation  probably — notw 
ment  that  before  going  to  war  the  rivals 
differences  to  a  council.  The  curse  of  the  C 
nullus  amor  populis — will,  indeed,  long  re« 
rivals.     But  we  are  compelled  to  add  :  nee  ft 
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England's  Financial  Supremacy.  A  translation  of  "Die  englische 
Finanzvormacht :  England's  falsche  Rechnung  :  Deutschland 
und  die  Erbschaft  der  City,"  from  the  Frankfurter  Zeitung, 
With  introduction  and  notes  by  the  translators.  Pp.  xv  + 106. 
(Macmillan  and  Co.     1917.) 

This  is  an  interesting  volume  not  so  much  on  account  of  the 
views  expressed  by  the  great  Frankfort  journal  on  England's 
economic  position  and  the  London  money  market  as  on  account 
of  admissions  and  confessions  made  as  to  the  shortcomings  of 
the  Berlin   market  and  the   German    monetary   system.     The 
articles  were  published  in  November,   1915,   to  encourage  the 
German  people,  and  they  were  therefore  written  in  a  hopeful 
and  almost  triumphant  strain  which  could  not  have  represented 
the  real  frame  of  mind  of  their  author,  who  is  evidently  a  person 
of  ability  and  experience.     They  were,  in  virtue  of  their  inclu- 
sions and  omissions,  more  of  the  nature  of  a  polemical  pamphlet 
than  a  scientific  analysis  of  the  economic  effects  of  the  war  on 
this  country.     The  translators,  whose  names  are  not  divulged, 
give  him  more  than  his  due  in  saying  that  the  writer  "makes  an 
attempt   to    express    his    facts    fairly " ;   in    reality    he    merely 
does  his  best  to  convey  the  impression  that  he  is  giving  them 
fairly.    His  speech  for  his  client  is  clever  and  audacious,  and  no 
doubt  sounded  plausible  in  Berlin  in  November,  1915 ;  but  it  is 
the  fate  of  polemical  literature,  even  when  good  of  its  kind,  to 
lose  its  point  after  a  short  lapse  of  time.     There  is  in  these  pages 
a  good  deal  of  more  or  less  vaguely  confident  prediction  which 
the  author  of  the  articles  would  probably  prefer  not  to  have  re- 
called to  his  attention,  now  that  it  has  served  its  purpose.     In 
view  of  what  happened  not  long  after  he  wrote  he  was  unlucky 
in  his  assumption  that  the  temporary  failure  of  our  loan  negotia- 
tions in  New  York  in  the  autumn  of  1915  was  a  terrible  blow 
for  the  Allies,  and  that  it  justified  him  in  saying  that  "if  the  war 
does  not  end  in  a  few  months  the  most  important  conditions  of 
England's  supremacy  will  have  disappeared." 

One  of  the  bugbears  of  the  writer  is  the  "bill  on  London." 
He  harps  constantly  on  the  degradation  to  which  German  mer- 
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chants  in  South  America  and  most  other  ] 
in  financing  themselves  by  this  hateful  insl 
in  marks  on  Berlin  is  what  iie  would  like 
German  foreign  business.  He  complains 
financing  trade  London  "acts  as  agent  ti 
speculative  instincts/'  by  which  he  means  t 
raw  material  to  auction  and  London  sellfi 
world^s  finished  products."  And  in  Lone 
cosmopolitan  stock  market  in  the  world.  / 
may  be  natural  that  a  German,  being  whal 
it;  but  what  is  strange  is  that  a  highly  h 
informed  as  to  all  the  facts  of  the  situation 
make  his  fellow-countrymen  think  that  the 
be  to  enable  Germany  to  alter  the  existi 
favour.  We  do  not  believe  that  he  himself 
thing  of  the  kind  even  when  he  wrote  thes 
eighteen  months  ago,  and  if  he  expected  it 
he  does  not  now.  If  after  the  war  London 
its  international  position  entirely,  it  will  no 
York  that  will  take  up  what  we  may  ha\ 
doubt  it  was  easier  in  1916  than  now  to  t 
of  German  prospects,  to  bleat  of  the  wonde 
by  the  Zeppelins,  of  "the  dei»:eciation  of 
and  of  British  humiliation  in  asking  for  n 
States.  The  writer,  no  doubt  with  his  tong 
not  above  telling  his  more  credulous  readers 
work"  of  preparing  Germany  for  peace  b 
"temporary  further  depreciation"  of  the  mi 
be  made  considerably  easier  through  the  pa 
nity."  Even  in  November,  1916,  this  must  1 
crude  attempt  at  pulling  wool  over  their  eyei 
ignorant.  The  "collapse  of  the  English  g( 
our  alleged  failure  to  maintain  the  free  expo 
a  plausible  story,  if  nothing  was  said  about  th 
arrangements  for  allowing  most  of  the  gold  us 
to  remain  in  its  country  of  origin,  subseque 
and  having  it  sent  wherever  it  was  required  t 
But  the  writer  of  the  articles  evidently 
much  better  than  might  be  supposed  from  a 
he  serves  up  in  the  first  two-thirds  of  this 
almost,  seem,  to  judge  by  the  final  portion 
satisfied  his  military  and  political  masters  in 
pamphlets  that  might  help  the  sale  of  the  Ge 
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was  determined  to  relieve  his  mind  by  letting  sensible  people  know 
what  he  thought,  and  doubtless  still  thinks,  of  the  banking  and 
monetary  legislation  under  which  German  business  men  have  been 
oontent  to  live.  On  this  subject  he  is  marvellously  outspoken.  Eng- 
land, we  learn,  is  on  the  road  to  ruin,  but  "it  is  Germany  alone 
which  will  be  able  to  destroy  one  of  the  most  powerful  elements  of 
British  strength;  that  is  to  say,  the  superfluity  of  Germany's 
own  errors  and  omissions."  And  then  our  author  enters  con 
amare  into  a  description  of  these  "errors  and  omissions,"  most 
of  which  have  been  long  ago  pointed  out  by  economists  in  this 
and  other  countries,  whose  observations  have  usually  been  scoffed 
•t  in  Germany  as  the  result  of  mere  envy  of  that  paragon  among 
nations.  Sut  there  was  always  a  minority  who  knew  that  these 
criticisms  i^ere  true,  though  they  dared  not  say  so  openly.  They 
knew,  in  the  first  place,  that  the  Berlin  money  market  could  never 
rival  that  of  England  until  it  became  a  free  gold  market,  and  that 
imtil  that  event  the  "Mark  bill"  could  never  oust  the  pound 
sterling,  or  even  the  franc ;  that  until  the  German  stock  exchange 
regulations  were  modernised  much  German  business  in  securities 
most  continue  to  be  done  in  London ;  and  that  unless  the  law 
forbidding  time  dealings  in  commodities  was  rescinded — a  law 
enacted  in  the  supposed  interests  of  the  Agrarians,  that  is,  the 
landowners — German  merchants  would  have  to  go  on  visiting 
Lond<m,  Amsterdam,  and  other  foreign  markets  in  order  to 
operate  in  cotton,  copper,  coffee,  etc. 

All  these  matters  and  several  others  are  specified  as  needing 
attention  from  the  German  Government  by  the  author  of  these 
articles.     He  envies  us  our  credit  system  which  gives  us  lower 
interest  rates  than  rule  in  Germany;  and  he  adds  that  "in  this 
respect  the  far-famed  German  talent  for  organisation  almost  com- 
pletely failed."    This  remark,  however,  coming  from  a  man  of 
much  insight,  goes  far  to  explain  why  the  German  credit  system 
is  80  unsatisfactory.     The  writer  of  these  articles  evidently  does 
not  realise   that   a  credit   system   cannot   be  "organised " ;    it 
organises  itself  if  the  conditions  for  it  exist.     Such  a  system  as 
«ur8  cannot  exist  in  a  country  like  Germany,  which  is  Govern- 
Jnentnidden    from   top   to   bottom.     Organisation  from  the  top 
downwards  can  do  some  things  well,  but  this  is  not  one  of  them. 
The  writer  grieves  over  the  failure  of  the  cheque  in  Germany, 
*uA  be  thinks  he  knows  why  the  cheque  legislation  of  1908  failed  ; 
it  was,  he  says,  because  the  Government  imposed  a  cheque  stamp 
^ Boon  after  the  cheque  had  been  legalised  ;  this  piece  of  "clumsy 
^ooateoriflh"  legislation  made  the  cheque  unpopular;  as  if  this 
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would  have  stopped  the  use  of  cheques  had 
favourable!  The  truth  is  that  there  is  o 
circulation  in  Germany  because  there  are 
the  type  which  has  grown  up  here.  The  e: 
given  a  fair  chance  by  the  banks,  many  of  w: 
they  were  constantly  being  called  upon  to  [ 
counter,  and  that  they  were  drawn  for  sue 
to  be  a  nuisance.  The  British  banks  got  oi 
long  ago,  realising  that  the  sound  policy  was 
to  the  customer.  But  one  cannot  expect  i 
understand  a  thing  like  that.  The  only  r( 
the  conduct  of  the  customer  was  that  anyoi 
should  be  made  to  pay  a  duty !  The  writer  s 
which  is  characteristic  of  a  country  where  e 
is  considered  the  function  of  the  Government 
how  to  carry  on  his  business.  That  the  Eei* 
been  hostile  to  the  new  form  of  circulatioi 
compete  with  its  own  transfer  system,  the  gin 
such  opposition  to  reforms  is  experiences 
departments  in  all  countries.  But  the  writ 
make  another  complaint  against  the  Beich 
has  been  afraid  to  sell  gold  for  export  when  tl 
it,  and  would  not  allow  other  banks  to  expor 
the  future  we  hope  that  the  Beichsbank  will 
policy,  and  will  realise  that  its  reserve  is  la 
it  at  any  time  to  export  gold  in  order  to  me 
the  exchange."  Poor  Beichsbank !  At  no  t 
war  could  it  have  safely  acted  on  the  policy  t 
to  it ;  its  position  after  the  war  will  be  such  t 
or  most  reckless  of  German  critics  will  not  d 
a  thing;  the  ''reputation  of  the  mark"  will 
at  home  as  well  as  abroad ;  unless,  of  course, 
nity  is  handed  over  by  the  Entente  Powers 
many.  The  writer  has  also  come  to  the 
grandmotherly  superintendence  of  the  B 
Germans  used  to  be  told  to  admire  as  savi 
investments,  has  put  a  stop  to  a  great  dea 
and  even,  apparently,  prevented  support  cor 
colonies  such  as  came  to  Bhodesia  through 
pany.  He  regrets  that  securities  which  gii 
imagination"  have  been  banned  so  ruthles 
wisdom  which  resides  in  die  Regierung. 
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The  Foundations  of  Indian  Economics.  By  Badhakamal 
MuKEBJEB,  M.A.  (Longmans,  Green  and  Co.  1916.  Pp. 
515  +  xxiii.    Price  9s.  net.) 

Mb.  Badhakamal  Mukbbjbb,  who  is  a  Professor  of  Economics 
in  a  Bengal  College,  has  written  an  interesting  book.  Patriotism 
has  led  Mm  to  paint  the  moral  and  material  results  of  the  existing 
Indian  social  and  economic  organisation  in  too  bright  colours,  but, 
generally  speaking,  he  has  himself  furnished  the  means  for  cor- 
recting the  picture.  To  quote  a  single  instance,  the  statement  on 
p.  327  that  "the  middleman,  the  trader,  or  the  moneylender,  in 
their  dealings  with  the  craftsman,  are  always  straightforward. 
They  do  not  exploit  the  labourer,  but  maintain  him,"  may  be 
compared  with  the  author's  own  remarks  elsewhere  (eg.,  on 
pp.  168  and  378). 

If  the  virtues  of  India  are  overpraised,  the  West  is  not  fairly 
treated.  One  may  have  a  lively  perception  of  the  evils  of  un- 
bridled individualism  and  unlimited  competition,  and  yet  fail  to 
recognise  the  portraits  of  the  economic  conditions  prevailing  in 
European  countries  drawn  on  p.  453  and  elsewhere.  Our  indus- 
trial methods  have  infected  our  public  and  private  morality,  and 
"areated  the  modern  contrasts  between  ethics  and  business 
morality,  between  ethics  and  statecraft  and  diplomacy."  For  the 
former  we  may  recall  Lecky's  contention  that,  while  the  develop- 
ment of  commerce  is  accompanied  by  painful  examples  of  low 
morality,  it  has  on  the  whole  promoted  the  habit  of  truth,  because 
a  reputation  for  truthful  dealing  is  a  valuable  business  asset.  As 
regards  the  latter  we  may  well  ask  whether  the  statecraft  of  the 
rulers  of  the  industrial  Italy  of  to-day  is  morally  below  or  above 
that  of  Cesare  Borgia  and  Lodovico  Sforza. 

The  desire  to  replace  imports  of  manufactured  goods  by  home- 
made products  is  natural  and  praiseworthy,  and,  as  Mr.  Mukerjee 
has  noted,  Indian  public  opinion  is  strongly  protectionist.  It  is 
doubtful  whether  he  himself  has  much  faith  in  this  expedient. 
But  he  seems  quite  prepared  to  put  restrictions  on  food  exports 
in  the  supposed  interests  of  the  Indian  consumer.  For  he  holds 
that  "unfortunately  in  our  country  our  internal  trade  guided  by 
foreign  merchants  is  gradually  tending  to  exploit  our  agriculture 
^  the  interests  of  foreign  countries.  The  exports  of  rice  and 
wheat  have  been  steadily  increasing,  while  their  production  has 
i^t  extended  in  the  same  proportion.  ...  In  the  eleven  years 
ending  1911  the  increase  of  exports  of  rice  and  wheat  has  been 
steady  and  continuous  with  but  slight  fluctuations  even  in  famine 
No.  106. — VOL,  xxvai.  s 
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years.  .  .  .  But  the  areas  under  rice  and  v; 
in  the  same  proportion."  The  figures  que 
port  of  this  contention  might  rather  be  usee 
The  exports  of  wheat  in  the  cycle  1901-1 
21  millions  of  hundredweights  to  43  millioi 
of  1 :  20.  In  a  country  where  the  areas 
vary  so  widely  with  the  character  of  the  i 
compare  agricultural  data  for  single  years 
a  year  of  abnormally  low  exports,  in  orde 
argument  fair  play,  we  get  the  following 
two  cycles  of  years  : — 

Exports. 


Period. 

Rice. 

Wheat                     Perioc 

1901-1906 

43*76 

2104                   1901-11 

1906-1911^ 

43  3 

21-41                   1900-11 
^  Omitting  1908. 

It  seems  paradoxical  to  assert  that  ii 
artificial  restrictions  on  exports  Would  be 
agriculturists  of  India,  while  three-fourths  c 
dent  on  the  cultivation  of  the  soil  in  a  g 
Undoubtedly  higher  prices  of  agricultural  f 
in  towns,  and  many  of  the  villages,  owing 
indebtedness,  lose  much  of  the  benefits  c 
market.     The  remedy  is  to  be  found  in 
operation,  the  extension  of  which  the  autl 
delivery  of  the  peasant  from  his  enslavemei 
It  is  true  that  abnormal  conditions  may  pre 
moment,  when  authoritative  restrictions  o 
in  the  interests  of  the  Indian  population,  a 
able  that  such  conditions  might  arise  even  ii 
Mr.  Mukerjee's  argument  goes  far  beyon 
views  he  does,  it  is  not  surprising  to  find  h 
extension  of  railway  communications,  and 
lines  do  not  mean  greater  immunity  from 
greater  facilities  for  exploitation,  which  is  th 

Whatever  may  be  thought  of  these  econo 
volume  contains  much  valuable  matter,  and 
a  Commission  is  engaged  in  investigating 
industrial  development  of  India,  is  timely, 
a  careful  survey  of  village  occupations,  ai 
materials  are  naturally  drawn  from  Bengal, 
parts  of  his  work  the  author  seems  occasi 
Bengal  and  India  are  not  convertible  terms. 
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there  is  still  room  for  handloom  weaving  in  the  production  of  the 
coarsest  and  finest  fabrics,  but  that  it  cannot  compete  with 
machinery  in  medium  qualities,  is  interesting.  He  sees  that  the 
future  of  the  leather  industry  is  mainly  in  the  factory,  and  that 
the  village  blacksmith  must  make  way  for  the  iron  manufacturer. 
But  the  bell  metal  industry  and  the  goldsmiths*  craft  should 
survive. 

Book  III.  and  the  first  two  chapters  of  Book  IV.  deal  with  exist- 
ing Indian  credit  and  trade  systems,  the  latter  of  Which,  as  regards 
ethical  results  and  effect  on  the  welfare  of  the  masses,  the  author 
holds  to  be  very  superior  to  the  industrial  organisation  of  the 
West.  However  this  may  be,  everyone  can  sympathise  with  his 
desire  that  cottage,  and  workshop  industries  should  not  be  super- 
seded by  the  factory  except  to  the  extent  that  modern  conditions 
render  inevitable.  The  transition  is  bound  to  be  accompanied  with 
a  considerable  amount  of  suffering,  and  in  India  it  is  undesirable, 
even  if  it  were  possible,  to  hurry  the  process.  The  real  obstacle 
to  the  development  of  large  industries  is  not  the  absence  of  fiscal 
protection.  Labour  is  cheap  but  inefficient,  and  the  native  supply 
of  foremen  and  managers  has  still  to  be  created.  As  the  author 
perceives,  the  first  step  required  is  a  thorough  overhauling  of  the 
educational  system,  which  produces  a  superabundant  supply  of 
clerks,  but  very  few  lads  with  any  ambition  to  turn  themselves 
into  skilled  workmen.  Joint-stock  enterprise  is  hampered  by  lack 
of  mutual  confidence  and  by  the  inexperience,  and  sometimes  also 
the  dishonesty,  of  managing  bodies.  A  heavy  burden  of  responsi- 
bility lies  on  Government  to  ensure  decent  housing  conditions, 
otherwise  any  rapid  increase  of  factories  will  be  accompanied  by 
the  physical  and  moral  evils  which  Mr.  Mukerjee  foresees. 

He  points  out  that  the  extent  to  which  even  in  England  pro- 
duction is  carried  on  in  small  workshops  is  often  under-estimated, 
and  he  quotes  interesting  figures  to  show  how  strong  the  position 
of  home  industries  is  on  the  Continent.  His  conclusion  is  that  in 
India  there  are  many  branches  of  production  well  suited  to  the 
workshop;  that  here  "there  is  a  rich  field  for  the  investment  of 
capital  for  our  middle  classes  " ;  and  that  educated  young  men 
will  find  the  management  of  such  workshops  "good  training  for 
•wger  ventures  in  the  way  of  big  factories."  This  is  sound  advice. 
He  sees  that  in  the  case  of  cottage  industries  improvement  depends 
on  the  degree  in  which  co-operation  is  adopted  as  a  means  of  pro- 
viding the  artisan  with  (a)  cheaper  credit,  (6)  better  tools  and 
better  and  cheaper  raw  materials,  and  Xc)  better  terms  of  sale. 
Government  has  done  much  in  the  last  twelve  years  to  encourage 
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co-operative  credit,  and  increased  attentipn 
co-operation  for  the  purposes  of  purchase  an 
The  book  is  adorned  with  excellent  il 
figured  by  an  unusual  number  of  misprints. 


Economio  Protectionism.  By  Josef  Gruns 
von  Philippovich.  (Oxford  :  the  Clai 
Pp.  xiii.  +  357.) 

This  treatise  is,  we  understand,  publishe 
purpose  of  the  Carnegie  Endowment  for 
The  Division  of  Economics  and  History,  tl 
a  general  Introductory  Note,  has  been  "or 
thorough  and  scientific  investigation  of  tl 
of  war " ;  and  we  should  imagine  that  t 
elaborately  discussed  would  be  placed  by  m 
hesitation,  ''among"  those  economic  infiue 
J.  B.  Clark  declares,  "in  time  of  peace 
interests  and  mutual  suspicion  and  hostili 
curse  is,  nevertheless,  in  this  instance  chs 
The  author  considers  that  the  case  comn 
free  trade  has  been  vitiated  by  incurable 
the  view  that  protection  may  be  prop 
expedient  of  which  neither  the  advantage 
It  should  be  added  that  his  editor,  as  th< 
the  Committee  of  Eesearch,  while  responi 
the  writer  and  the  perusal  of  the  manusc 
whether  it  has  merited  publication,  is  n< 
opinions"  which  have  been  expressed, 
reference  is  made  to  his  attitude  upon  the 

The  book  is  a  "thorough"  study,  argu 
standpoint,  of  important  matters  cloude 
storm-laden  gusts  of  partisan  controversy, 
not  to  meet  on  the  threshold  of  the  deb 
begging  epithets  "natural"  and  "artificia 
this  connection.  Towards  the  close  alone 
the  traditional  antithesis  appears.  It  is  1 
tained  that,  "as  the  natural  conditions  "  of 
becoming  "less  and  less  important/'  an< 
are  more  and  more  decisive" — cotton,  for 
factured  not  where  it  has  grown,  or  iron  o 
but  in  the  places  where  markets  exist — 


Digitized  by 


Google 


1917]  orunzbl:  boonomio  protectionism  259 

appropriate,  though,  as  "artificial,"  it  is  commonly  contrasted, 
to  its  disadvantage,  with  the  "classical  free  trade  ideal  of  the 
development  of  the  international  division  of  labour  on  the  basis 
of  varied  *  natural '  productive  conditions."  Protection  furnishes 
an  apt  effective  means  of  developing  the  productive  power  of  a 
country. 

Dr.  Grunzel  believes  neither  in  the  narrow  notion  of  a  commer- 
cial preserve,  completely  closed  to  external  influence  and  absolutely 
self -sufficient  in  the  full  supply  of  all  its  wants,  nor  in  the  loose 
cosmopolitan  idea  of  a  world  of  universal  trading  and  industrial 
intercourse  in  which  nations  would  participate,  and  be  treated, 
just  as  individuals.  He  thinks  that  "national  economy,"  develop- 
ing from  an  antecedent  but  obsolete  "private  economy,"  may 
be  expected,  as  it  may  rightly  be  advised,  to  use  "protectionism  " 
in  its  necessary  traffic  with  "  world  economy."  "  Developmental  " 
theories  of  temporary  duties  designed  to  foster  nascent  industry, 
and  ultimately  leading  to  free  trade,  do  not  commend  themselves 
to  his  approval.  Nor  is  he  satisfied  with  "compensatory" 
theories,  which,  drawing  a  distinction  between  practical  politics 
and  pure  science,  recognise  exceptional  positions  where  protection 
is  required  to  counteract  disadvantage.  But  he  prefers  the  more 
complete  and  comprehensive  purpose  associated  with  "  defensive  " 
theories.  "The  aim  of  modem  tariff  protection,"  he  contends, 
"is  to  use  the  political  power  as  a  means  of  securing  to  a  par- 
ticular national  economy  its  own  domestic  market." 

Protectionism,  indeed,  is  not  confined  in  this  essay  to  duties 
laid  on  imports  or  to  bounties  offered  to  exports,  primary  as  is 
the  place  they  hold.  Diflferences  of  "freight-rates,"  it  is  shown, 
can  be  employed  with  equal  effect,  and  with  diminished  risk  of 
detection,  to  discourage  imports  or  encourage  exports.  "Admini- 
strative action "  can  pursue  an  ulterior  end  disguised  by  an 
immediate  pretext.  Veterinary  prohibition,  for  example,  of  the 
entry  of  suspected  cattle  is  not  without  protective  possibilities. 
The  grant  of  patents  may,  similarly,  be  conditional  on  the  opening 
and  continuance  of  business  within  privileged  areas.  Public 
contracts  may  be  given  or  withheld  as  the  parties  concerned  are 
viewed  as  friends  or  foes;  and  "concerted  popular  action"  has 
DOW  at  its  command  the  powerful  weapon  of  the  "boycott."  Such 
are  various  methods  open  in  the  case  of  commodities  alone.  But, 
positively  and  negatively,  the  movements  of  capital  and  labour 
can  be  guided,  impelled,  or  checked,  as  well  as  those  of  goods. 
The  influx  or  the  exodus  of  capital,  and  the  emigration  or  the 
immigration  of  labourers,  accordingly,  recjjuire  the  notice  they 
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receive  in  the  successive  chapters  of  this  b 
of  the  "totality  of  measures  by  which  the  nal 
to  promote  its  interests  in  the  world-econom 
Considering  in  Part  I.  the  "genesis"  < 
Part  II.  the  "directions,"  indicated  above, 
and  in  Part  III.  its  "effects,"  Dr.  Grunz 
readers  a  fuller  survey  than  many  of  h 
attempted  or  achieved.  His  partiality  for  a  c 
as  heterodox,  is  no  hasty  prejudice  or  blind 
outcome  of  patient  research  into  the  faci 
meditation  on  their  significance.  "Protectivi 
"can  only  secure  the  market "  :  they  cannot 
cannot  conjure  forth  the  two  productive 
labour."  "Having  done  good  service  in  oni 
"become  positively  injurious"  at  a  later  tir 
80  far  from  meaning  "exclusion  from  the  woi 
"leads  to  a  greater  multiplication  of  world- 
For  it  is  a  means  of  "industrialisation," 
"  stabilise  the  domestic  market  in  the  interesi 
or  potential,"  and  "industrialism  necesa 
domestic  market."  "He  most  benefits  the  v 
his  own  people."  These  passages  are  typi< 
haps  in  cumbrous  phraseology  they  never! 
reasoned  character  of  the  argument;  and  t! 
subject,  developed  thus  with  "scientific  tho 
claim  on  some  grounds  the  fresh  attention  wli 


History  of  the  Cutlers*  Company  of  Lo\ 
Welch,  F.S.A.,  Master  of  the  Compai 
privately  for  the  Cutlers'  Company.     (] 

Although  the  knife  was  not  part  of  tl 
the  dinner  table  in  the  Middle  Ages  since,  as  A< 
the  guests,  until  the  end  of  the  fifteenth  c 
them  their  own  knives,  these  knives  had  to 
over,  the  carver,  the  cook,  the  butcher,  th 
others  required  this  indispensable  article,  \ 
the  sword  were  the  common  weapons  of  defe 
the  handycraft  of  the  cutler,  or  cotiller,  wj 
to  rise  into  importance,  and  Mr.  Welch  has  gi 
that  some  such  organisation  existed  in  Lo 
year  1287.  As  is  well  known,  many  of  th 
associated  with,  if  they  did  not  originate  in, 
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Mr.  Welch  is  inclined  to  believe  that  in  the  case  of  the  Cutlers 
the  fraternity  was  for  some  time  distinct  from  the  trade  mistery 
or  craft »  but  which  was  the  earlier  it  is  diflScult  to  determine. 
The  first  definite  mention  of  the  fraternity  is  in  the  year  1388, 
when  in  answer  to  a  demand  for  information  as  to  the  foundation, 
privileges  and  property  of  all  "  Misteries  and  Crafts  " ;  and  of  all 
"Guilds  and  Fraternities"  the  Cutlers  declared  that  the  religious 
fraternity  had  been  founded  in  1370  and  had  then  issued  ordin- 
ances. Unfortunately,  none  of  these  returns  of  "the  Misteries  and 
Crafts"  survive,  if  they  were  ever  made.  But  we  certainly  have 
a  notice  of  the  Cutlers'  Mistery  as  early  as  1328,  when  seven 
prominent  cutlers  were  sworn  before  the  Mayor  and  the  Alder- 
men for  the  government  and  instruction  of  the  mistery,  while 
in  1344  the  Cutlers  received  authority  to  elect  "Kulers"  over 
the  mistery,  to  issue  ordinances  and  "to  search  and  make  essay 
of  all  manner  of  cutlery."  Moreover,  the  mention  of  the 
"Cutlers*  House  "  in  the  Cutlery  as  early  as  1285  seems  to  show 
that  some  association  for  the  control  of  the  craft  existed  even  at 
that  date. 

All  this  goes  to  prove  that  the  organisation  of  the  mistery 
for  the  purposes  of  trade  preceded  the  formation  of  the  fraternity 
for  religious  purposes  and  for  those  of  a  friendly  society,  although 
Mr.  Welch  believes  that  the  religious  fraternity  was,  in  any  case, 
of  a  somewhat  earlier  date  than  1370.  Mr.  Welch  is  also  of 
opinion  that  the  fraternity  continued  as  a  separate  association 
into  the  fifteenth  century. 

However  that  may  be,  we  may  safely  conclude  that  when  in 
the  year  1416  the  Cutlers  received  a  charter  of  incorporation  from 
Henry  V.,  the  two  associations  were  finally  united.  It  is  true 
that  the  charter  itself  only  speaks  qf  the  mistery  or  craft,  but  in 
a  deed  of  the  following  year  the  word  fraternity  is  added.  By  the 
charter  the  mistery  was  for  the  first  time  given  a  master  and  two 
wardens.  It  was  created  a  perpetual  commonalty,  or  corporation, 
with  powers  to  hold  lands  in  mortmain  to  the  value  of  £20  a  year, 
and  in  1476  received  a  grant  of  arms  :  "Gules,  three  pairs  of 
swords  in  saltire  argent,  hilts  and  pommels  or ;  crest,  an  elephant's 
bead  couped  gules,  armed  or."  The  Company  also  had  its  seal 
with  the  motto  :  "Pervenir  k  bonne  foi."  The  Cutlers  were  thus 
one  of  the  earliest  of  the  lesser  guilds  to  obtain  this  coveted 
recognition  by  the  Crown.  That  it  did  so  may  be  probably 
accounted  for  by  the  fact  that  the  function  of  the  Cutlers  was  to 
put  together  the  various  parts  of  the  knife,  dagger,  or  sword  which 
were  made  by  other  crafts.     Its  members  were  therefore  the 
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employers  of  the  subsidiary  crafts,  such  as  tl 
or  knivesmith  who  wrought  the  blades ;  t 
nished  the  handle ;  and  the  Sheathers  wl 
Moreover,  the  Cutlers  sold  the  finished  ai 

It  was  then  a  trading  as  well  as  a  handy* 
important  members  sold  wholesale,  while  t 
in  retail,  and  it  was  always  those  guilds  wl 
profitable,  if  more  risky,  business  of  the  ti 
lead  over  the  subsidiary  crafts.  Such,  for  i] 
with  the  Skinners,  who  performed  that  fu 
trade,  and  employed  the  Whittanyers  and  tl 
the  Drapers,  who  employed  the  weaver,  the 
and  sold  the  cloth. 

The  Cutlers  were  accordingly  responsible 
workmanship.  This,  in  1408,  led  to  a  quarry 
The  Cutlers  accused  them  of  carelessness 
Mayor  and  the  Court  of  Aldermen  for  auth 
work  and  correct  all  faults.  The  controversy 
settled  by  a  compromise.  Two  masters  of 
of  the  Sheathers  were  to  make  joint  search 
the  Sheathers  never  attained  municipal  stan 
became  merged  in  the  Mistery  of  the  Cut] 
had  befallen  the  Furbours  or  Furbishers  a1 
similar  dispute  between  the  Bladesmitbs  and 
the  Armourers  were  implicated,  as  to  the  n 
went  on  throughout  the  fifteenth  centur 
decided  by  the  Bladesmiths  being  united  w 
1515,  although  those  Bladesmiths  who  wis 
to  the  Cutlers  were  allowed  to  do  so,  in  wJ 
were  to  authorise  their  marks. 

In  the  Mistery  of  the  Cutlers,  as  with 
guilds,  there  was  originally  no  distinction  b< 
All,  as  soon  as  they  had  entered  the  freedc 
apprenticeship,  by  redemption,  or  by  patri 
share  in  the  election  of  ofiBcers.  But  gra 
superior  class,  called  the  "Livery,"  who  w 
prosperous  members,  and  alone  had  the  pi 
peculiar  dress  or  "livery."  Mr.  Welch  w( 
that  the  origin  of  the  "livery"  is  due  to  tb 
and  was  then  adopted  by  the  mistery.  A^ 
still  smaller,  self -elected  body,  that  of  the 
was  formed,  which  passed  ordinances,  gover 
"privately "    elected    the   master    and   the 
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presented  them  to  the  Commonalty.  A  quarrel  arose  on  this 
matter  in  1420,  when  the  Commonalty  secured  the  right  of  free 
election,  only  to  lose  it  again. 

The  Cutlers  having  now  established  themselves  among  the 
chartered  misteries  of  the  City  took  their  place  in  the  Boyal  and 
Civic  processions,  and  bore  their  share  in  the  public  burdens  of 
the  City  and  the  State,  although  they  never  found  a  place  among 
the  twelve  greater  livery  companies. 

With  the  opening  of  the  sixteenth  century  Mr.  Welch  finishes 
his  first  volrane.  The  Cutlers'  Company  is  to  be  congratulated 
on  this  valuable  contribution  to  the  municipal  history  of  London. 
The  WOTk  has  been  well  done.  Although  some  of  the  points  he 
has  raised  may  be  somewhat  disputable,  especially  his  view  as 
to  the  relations  between  the  fraternity  and  the  mistery,  which, 
if  correct,  are  certainly  at  variance  with  the  generally  accepted 
opinion  that  the  origin  of  the  religious  fraternity  preceded  that 
of  the  mistery  or  craft  and  rapidly  became  absorbed  in  it ;  he  at 
least  has  given  in  his  appendices,  which  are  exceedingly  well 
chosen,  the  evidences  for  his  contention.  He  has  also  given  us 
a  careful  account  of  the  more  important  members  of  the  craft 
which,  if  somewhat  too  detailed  for  the  general  reader,  may  be 
of  use  to  the  student. 

Apparently  it  is  his  intention  to  follow  the  fortunes  of  the 
Cutlers  up  to  a  later  date,  and  we  wish  him  success,  but  we 
should  like  an  Index. 

Arthur  Johnson 

CO'Operation  in  Finland.    By  Dr.  Hannbs  Gerhard.    Edited  by 
Lionel  Smith-Gordon.     (Williams  and  Norgate.     58.) 

The  spread  of  co-operation  among  the  agricultural  populations 
of  Europe  is  a  movement  which  promises  to  affect  profoundly  the 
whole  structure  of  rural  social  life.  There  are  those  who  see  in  it 
a  return  to  the  earlier  social  type  in  which  individual  interests  and 
teaponsibilities  were  merged  in  those  of  the  community.  Without 
going  quite  so  far  in  our  anticipations,  we  may  expect  that  it  will 
^ically  transform  the  methods  of  production  and  distribution 
with  which  the  unorganised  farmers  were  content,  and  the  change 
cannot  fail  to  affect  their  position  and  influence  in  the  political  and 
social  order.  The  combination  of  farmers  in  co-operative  dairies 
Mid  agricultural  societies  is  introducing  them  to  the  use  of  com- 
plicated and  expensive  machinery;  their  credit  societies  are 
making  them  familiar  with  the  intricacies  of  finance ;  their  selling 
agencies  and  their  stores  are  bringing  them  into  touch  with  the 
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world-markets,  and  enabling  them  to  become  their  own  retailers. 
How  seriously  these  innovations  will  modify  the  relations  between 
town  and  country  it  is  not  necessary  to  point  out.  That  they  will 
influence  the  general  fortunes  of  the  nations  which  are  now  ex- 
hausting themselves  in  war  it  would  be  safe  to  predict.  The 
nation  whose  industries  are  organised  will  have  an  advantage  over 
its  rivals  in  the  period  of  recuperation.  Let  us  hope  that  amongst 
ourselverf  the  lessons  taught  so  insistently  by  our  experiences  in 
the  war  will  not  be  forgotten  in  time  of  peace. 

In  the  more  advanced  European  countries,  with  the  exception 
of  England — in  Germany,  Austria,  France,  and  Italy — co-opera- 
tion among  agriculturists  had  a  remarkable  development  during 
the  closing  decades  of  the  last  century.  Backward  nations — 
Serbia,  Bulgaria,  Roumania — followed  the  example.  The  move- 
ment invaded  Bussia,  and,  among  the  Asiatic  peoples,  established 
itself  in  India  and  Japan.  The  story  of  its  progress  is  everywhere 
a  record  of  the  efforts  of  the  poorer  classes  to  avail  themselves  of 
the  strength  which  union  gives  to  the  weak.  And  it  is  also,  in 
most  cases,  the  record  of  a  struggle  against  interests  which  throve 
upon  the  helplessness  of  the  poor. 

In  the  volume  here  under  review  Dr.  Hannes  Gebhard  gives 
us  the  history  of  co-operation  in  Finland.  His  narrative  illustrates 
at  once  the  conditions  in  which  co-operation  is  welcomed  and  the 
methods  necessary  to  its  success.  The  Grand  Duchy  of  Finland 
has  an  area  of  144,750  square  miles,  with  a  scattered  population 
of  some  3,000,000.  Of  the  rural  householders  43  per  cent,  are 
landless,  34  per  cent,  rent  land,  and  23  per  cent,  are  landowners. 
Of  the  holdings  60  per  cent,  are  small  or  medium,  39*3  per  cent, 
are  allotments,  and  only  0*7  per  cent,  large.  Till  quite  recently 
the  educational  system  has  been  very  defective,  and  amongst  an 
uneducated  peasantry  co-operation  encounters  special  difficulties. 
Without  education  the  qualities  required,  whether  for  membership 
or  leadership,  are  wanting.  It  is  not,  therefore,  surprising  that 
the  first  attempts  to  establish  co-operative  societies  resulted  only 
in  failure.  The  success  of  the  early  English  co-operators  tempted 
some  well-meaning  reformers  in  Finland  to  follow  in  their  foot- 
steps. But  their  efforts  were  unavailing,  and  all  these  premature 
undertakings  collapsed. 

In  1899,  after  a  study  of  the  methods  which  Sir  Horace 
Plunkett  had  applied  through  the  Irish  Agricultural  Organisation 
Society,  the  founders  of  the  Pellervo  Society  began  the  work  anew. 
Their  programme  followed  closely  that  of  the  Irish  institution.  It 
took  as  its  object :  "  To  promote  the  economic  advancement  of  the 
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people  by  means  of  co-operation  and  to  be  tbe  connecting  link  of 
all  co-operative  undertakings  existing  in  tbe  country.  It  has 
endeavoured  to  spread  the  knowledge  of  the  beneficent  power  of 
co-operation,  to  help  in  the  starting  of  different  co-operative  enter- 
prises, first  of  all  fanners*  societies,  livestock  societies,  and  insur- 
ance societies,  and  later  on  co-operative  societies  of  different  kinds, 
such  as  co-operative  dairies,  co-operative  rural  banks,  co-operative 
stores,  and  so  forth ;  it  instructs  the  ofiQcials  of  the  co-operative 
societies  in  the  principles  of  management  and  book-keeping;  it 
assists  co-operative  societies  by  auditing  their  accounts  and  by 
settling  disputes,  and  further  helps  them  to  work  together  for 
their  mutual  benefit ;  finally,  it  acts  as  the  representative  of 
Finnish  co-operation  to  the  outside  public,  watches  over  its 
interests,  and  defends  it  against  the  attacks  of  its  adversaries." 

These  and  other  functions,  such  as  the  dissemination  of  litera- 
ture for  the  instruction  and  guidance  of  the  local  societies  and  their 
members,  the  promotion  of  federations  for  the  purposes  of  trade, 
tbe  drafting  of  rules  suitable  to  the  various  operations  in  which 
societies  engage,  negotiations  with  the  Government  on  matters 
of  law  or  administration  affecting  the  co-operative  movement,  are 
the  functions  for  which  the  Irish  Agricultural  Organisation  was 
established,  and  to  which  the  Irish  movement  owes  its  success. 
They  have  been  equally  effective  in  Finland.  There  were  but 
three  societies  in  the  country  in  1901 ;  in  1914  they  numbered 
2,300,  having  weathered  in  the  interval  the  stress  and  strain  of 
national  monetary  troubles  in  the  years  1908-09.  In  the  decade 
1903-13  the  membership  of  these  societies  increased  from  21,000 
to  196,000,  and  their  trade  turnover  from  £440,000  to  £5,356,000. 
To  the  eye  of  the  business  man  these  figures  represent  growing 
trade  and,  it  may  be,  improved  methods  of  production.  To  the 
oo-operator  they  have  a  much  more  important  significance.  They 
tell  of  a  whole  population  animated  with  a  new  life,  emancipated 
from  the  bondage  which  economic  weakness  always  entails,  enter- 
ing upon  a  path  in  which  they  shall  be  masters  of  their  own 
destinies,  and  taking  a  higher  place  in  the  social  order.  In 
summing  up  the  results  attained  by  the  prompters  of  co-operation 
in  Finland  Dr.  Gebhard  estimates  their  achievement  in  these 
terms  :  "Taking  into  consideration  the  enormous  diflSculty  which 
co-operation  in  Finland  has  had  to  overcome — an  exceedingly 
sparse  population,  miserable  means  of  communication,  the  rather 
undeveloped  mental  and  moral  power  of  the  majority  of  the 
population,  its  insufficient  apprehension  of  economic  and  intel- 
lectual matters,  and,  besides,  the  fact  that  in  few  other  countries 
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have  the  educated  classes  of  the  rural  popula 
cold  attitude  towards  this  movement  as  in  I 
active  political  party  strife  during  the  first  tei 
ence  of  the  movement — adding  all  these  facto 
finding  that  Finland  is  among  the  foremos 
respect,  the  results  achieved  by  the  co-oper 
Finland  must  be  considered  satisfactory." 

Assuredly  a  modest  estimate  of  what  is 
economic  revolution.  But  then,  Dr.  Gebhard 
take  it,  a  principal  agent  in  bringing  about  tl 
is  content  to  appraise  as  "  satisfactory." 

The  author  of  this  book  has  been  singula: 
choice  of  an  editor  for  the  English  translation  ; 
Gordon  has  fulfilled  his  task  with  distinct  ad 
readers. 

The  Colonial  Tariff  Policy  of  France.    By  Art 
fessor  of  Political  Economy  in  the  Uni 
Edited  by  Charles   Gide.     (Oxford. 
Pp.  305.) 

This  is  one  of  the  volumes  issued  by  the  C« 
for  International  Peace  (Division  of  Econo 
John  Bates  Clark,  Director).  As  colonies  if 
revolt,  declare  their  independence,  or  respond  t 
from  another  Power,  it  is  assumed  that  cole 
important  bearing  upon  international  peace. 

The  history  of  the  colonial  policy  of  Fra 
great  detail  as  regards  the  regulation  of  trad 
author  distinguishes  between  the  policies  of  e 
ancien  regime,  tariff  assimilation  under  the  E 
to  exclusion  in  the  first  half  of  the  nineteenth  c 
freedom  and  tariff  autonomy  under  the  Second 
assimilation  under  the  Third  Eepublic,  with 
tariff  personality  or  the  suiting  of  the  tariff  to 
of  the  particular  colony.  The  author  is  in  fav( 
of  tariff  personality,  assimilation  with  the  U 
country  lacking  flexibility.  Tariff  personality 
such  a  tariff  as  would  be  favoured  by  an  enli, 
To  recommend  such  a  policy  to  English  read 
the  converted. 

The  repertory  of  regulation  of  colonial  tai 
complete,  and  the  volume  is  a  useful  work  ( 
historical  side. 
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An  Introduction  to  the  Study  of  Organized  Labor  in  America. 
By  George  Gorham  Groat,  Ph.D.,  Professor  of  Economics, 
University  of  Vermont.  (New  York  :  The  Macmillan  Co., 
Ltd.    1916.     Pp.  XV +  494.    .Price  Is.  6d.  net.) 

Professor  Groat  has  assembled  a  great  deal  of  useful  informa- 
tion about  the  present  condition  of  trade  unionism  in  America 
in  this  book,  but  it  may  be  doubted  whether  he  has  succeeded  in 
giving  the  reader  any  clear  idea  of  how  and  why  it  has  developed 
to  be  what  it  is,  or  what  is  the  difference  between  unionism  in 
the  United  States  and  unionism  in  Europe.  In  his  opening 
chapters  he  shows  that  in  both  continents  the  labour  movement 
had  the  same  roots  and  pursued  something  like  the  same  course 
until  the  time  of  the  Civil  War.  Up  to  that  time  unionism  in 
the  States,  as  in  England,  had  not  developed  a  nature  of  its  own, 
and  when  any  special  occasion  for  combined  action  passed  away 
the  energy  evolved  tended  to  sink  into  political  action  or  to  be 
sublimated  into  idealist  Socialism.  With  the  settlement  of  the 
West  and  the  growth  of  large-scale  industry  the  proper  environ- 
ment for  a  permanent  industrial  movement  came  into  existence. 
But  America  began  by  being  a  country  of  natural  individualists. 
The  "hardy  pioneer"  in  the  forest  clearing  had  to  be  a  law  to 
himself,  and  was  forced  to  fight  Nature  with  whatever  weapons 
were  in  his  hand.  The  early  gold  discoveries  impressed  on  most 
men  a  lust  for  gold,  for  wealth  speedily  if  hardly  won,  and  the 
morals  of  the  mining-camp  were  easily  transferred  to  the  industrial 
field.  Thus  grew  up  that  tolerance  of  lawlessness  in  the  quest  of 
money  which  is  the  despair  of  the  American  reformer.  The 
special  character  of  American  industry  could  not  be  without  effect 
on  the  American  working-man,  and  a  spirit  of  lawlessness  and 
violence  is  found  in  the  Transatlantic  labour  movement  which  is 
foreign  to  the  movement  in  the  old  industrial  countries. 

Professor  Groat  is  not  ignorant  of  those  facts.  In  one  place 
he  says  :  "Becent  investigations  have  made  it  clear  that  in  many 
cases  the  employer  is  not  altogether  law-abiding.  His  lawlessness 
is  of  a  different  brand.  It  is  more  finished,  much  less  primitive, 
but  none  the  less  lawlessness.  ...  It  is  of  the  less  apparent  kind. 
The  violence  of  the  striker  is  an  outbreak  of  primitive  passions, 
and  almost  inevitably  expresses  itself  in  destruction  of  property  or 
in  inflicting  personal  injury  on  those  who  in  any  way  obstruct 
their  purposes."  Not  only  is  his  English  shaky,  but  Professor 
Groat  has  not  got  a  very  firm  grip  on  realities.  The  lawlessness 
of  the  employer  was  apparent  enough  to  the  workman.     Those 
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who  lived  in  Pittsburg,  "hell  with  the  lid  o; 
about  the  csommuiiity  of  interests  between 
When  they  heard  how  men  were  lawlessly  r 
railways,  when  they  saw  legislators  bought  an 
legality  had  few  charms  for  them.  Despair  of 
men,  despair  that  there  were  any  good  mei 
leaders  of  the  workers,  and  when  attempts  a 
shattered  by  the  ignorance  of  the  alien  immi{ 
to  violence.  Pullman,  Homestead,  and  the  . 
beacons  in  the  history  of  the  American  laboui 
beacons  of  destruction  and  lawlessness.  Yet  tl 
from  the  scrappy  and  perfunctory  index  wl 
book! 

The  truth  is  that  any  "study  of  organised 
is  unintelligible  unless  it  is  treated  historically, 
says,  his  book  "is  not  primarily  a  history." 
method  may  be  seen  in  his  treatment  of  the 
Knights  of  Labor.    This  organisation  was  st 
rapidly  became  national  in  scope.    Its  object  v 
curse  of  modern  civilisation — wage-slavery," 
described  it  in  1886  as  "the  most  powerful  an< 
able  labor  organisation  of  modern  times,  es 
scientific  principles,  which  involved  either  an  i 
of  the  nature  of  industrial  progress,  or  a  wonc 
with  the  laws  of  economic  society."    It  began  v 
furtherance  of  strikes,  but  after  1883  it  abanc 
strike"  for  "thorough  effective  organisation." 
power  in  the  land,  but  gradually  its  influence  < 
younger  rival,  the  American  Federation  of  Labc 
Surely  here  is  an  organisation  worthy  of  study, 
its  successes  and  its  failures,  by  its  practical  poli 
aims,    must   have  deeply   impressed   the   lab 
America.     Yet  Professor  Groat   calmly  says 
essentially  to  the  past  now,"  and  therefore  ' 
passing  notice  here,"  and  we  are  left  in  ignor 
it  achieved,  how  it  did  it,  and  why  in  the  enc 

More  satisfactory  are  the  accounts  of  the 
tion  of  Labour  and  the  Industrial  Workers  of  tl 
suffer  from  insufficient  exploration  of  origins  i 
of  a  properly  explanatory  history  of  what  the 
these  we  could  have  spared  a  good  deal  of  th 
philosophising  about  unionism  and  syndicalis 
fact,  is  not  a  "study  "  of  the  labour  movement, 
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for  a  study,  though  many  of  the  materials  are  of  considerable 
value. 

One  final  criticism  :  Quotations  should  be  properly  documented, 
not  given  in  the  form  "Professor  So-and-so  says  " ;  and  if  there  is 
any  use  in  trying  to  show  that  in  the  seventeenth  and  eighteenth 
centuries  some  people  thought  high  wages  were  good  and  others 
that  they  were  bad,  at  least  the  names  of  the  writers  quoted  should 
be  given.  Henry  W.  Macrosty 
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The  Cost  of  the  War  to  G 

During  the  past  year  many  articles  ha 
the  German  Press  which  betray  clearly  the 
amounting  almost  to  panic,  which  is  arouse 
the  financial  position  of  Germany  after  the 
candid  attempt  to  estimate  the  effects  of  the 
of  the  German  Empire  is  contained  in  thre 
tions,  evidently  by  a  writer  of  experience 
appeared  in  the  Kolnische  Zeitung  of  the  i 
February,  1917.  I  have  made  a  summary 
the  conclusions  of  this  writer,  and  have  adc 
Note  certain  essential  details  which  he  has 
are  necessary  in  order  to  obtain  a  true  u 
situation   as   a   whole — also   some  compara 

country. 

«  *  *  * 

Quite  apart  from  all  the  damage  occasions 
is  represented  by  the  actual  financial  costs  c 
other  very  important  losses  which  must  be  in< 
survey  of  the  total  economic  costs  of  war.    1 

The  destruction  or  confiscation  of  Germ 
the  laying  waste  of  German  territory  during 
and  maiming  of  so  many  hundreds  of  thouE 
which  represents  a  loss  hardly  less  than  the  a 
on  the  war ;  the  exhaustion  of  great  masses 
the  prospect  of  having  to  import  much  mat 
a  cost  which  will  be  greatly  increased  by  th 
exchange   on   Germany^;    the    increased  c 

(1)  This  Beema  open  to  criticism  on  the  gronnds  t 
currency  involves  hardshipB  on  certain  sections  of  the  ] 
undesirable  effects,  it  does  not  increase  the  real  cost  (\ 
of  importing  goods  from  abroad.  German  currency  ' 
foreign  currency  than  before  the  war,  but  there  is  no 
given  quantity  of  German  goods  will  exchange  for  a  sd 
produce  than  before. 
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neutral  countries  and  of  Japan  and  America  in  the  production  of 
many  good^  for  markets  which  had  previously  drawn  their  sup- 
plies mainly  from  Germany;  the  various  economic  measures 
aimed  at  German  trade,  which  the  Entente  Powers  are  contem- 
plating after  the  war — these  and  other  similar  factors  must  be 
taken  into  account  in  estimating  the  impoverishment  of  Germany 
caused  by  the  war.  On  the  other  side  must  be  set,  however,  the 
improvement  in  economic  organisation  and  the  development  of 
new  processes,  etc.,  which  are  fostered  by  war. 

So  far  as  the  direct  war  costs  are  concerned,  it  is  estimated  that 
if  the  war  ends  in  August,  1917,  the  national  debt  of  Germany 
will  amount  to  at  least  £3,500,000,000,^  on  which  an  annual 
interest  of  £175,000,000  must  be  paid.*  If  an  allowance  be  made 
for  redemption  at  the  rate  of  1  per  cent,  of  the  capital  sum,  the 
payment  requiring  to  be  made  for  interest  and  sinking  fund  is 
increased  to  £218,000,000.  Pensions  alone  will  require  an  annual 
expenditure  of  at  least  £100,000,000  for  the  first  few  years  after 
the  war.  To  these  sums  has  to  be  added  that  share,  for  which 
the  Empire  is  ultimately  responsible,  of  the  expenditure  of  the 
individual  States  and  municipalities  on  account  of  the  war. 
During  the  first  thirty-one  months  of  the  war  municipalities  in 
Prussia  alone  spent  more  than  £125,000,000  in  war  relief  on  behalf 
of  the  Empire.  Down  to  the  present  moment  only  25  per  cent,  of 
this  has  been  paid  back  by  the  Empire.  Therefore  a  total  out- 
standing debt  of  £125,000,000  owed  by  the  Empire  to  the  States 
and  municipalities  would  seem  to  be  an  underestimate.  It  is  also 
very  imcertain  to  what  extent  the  Empire  is  liable  for  war 
damages.  So  far  £125,000,000  have  been  spent,  mainly  for  the 
rehabilitation  of  East  Prussia.  But  if  the  Empire  acts  generously 
this  will  only  form  a  fraction  of  the  total  amount  to  be  covered. 
German  subjects  have  suffered  heavy  losses  in  the  Colonies,  and 
their  property  abroad  has  in  many  cases  been  confiscated.  Full 
compensation  for  these  losses  will  run  into  hundred  of  millions 
of  pounds  sterling. 

I  Down  to  the  present  date  (May.  1917)  Germany  has  raised  six  5  per  cent. 
War  Loans,  totalling  £3,010,800,000,  but  besides  this  there  is  a  large,  though 
anknown    amount  of  floating  debt. 

S  In  estimating  the  significance  of  the  figures  given  for  the  costs  of  the 
war  to  Germany,  it  must  be  borne  in  mind  that  the  original  figures  were  in 
marksy  and  that  they  have  here  been  converted  throughout  at  the  nominal  rate 
of  20  marks  to  the  £.  If,  as  has  been  suggested  by  some  people  in  Germany,  no 
elfort  is  made  after  the  war  to  restore  the  value  of  German  currency  to  its  pre- 
war level,  and  the  mark  remains  worth  only,  say,  8d.,  then  the  real  buiden  of 
the  interest,  etc.,  which  Germany  has  to  pay  wiU  be  met  by  reed  taxation  only 
two-thirds  as  heavy  as  if  the  mark  were  equal  to  Is. 

No.  106.— VOL.  xxvn.  t 
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Finally,  there  are  the  costs  incidental  to  the  restoration  of 
peace  conditions,  the  replacement  of  worn-out  and  depreciated 
material,  the  funds  to  be  placed  at  the  disposal  of  those  whose 
businesses  have  been  closed  down  owing  to  the  war,  the  very 
large  arrears  of  administrative  expenditure  which  has  been 
reduced  to  a  minimum  during  the  war.  The  outlay  on  the  army 
and  the  navy  necessary  to  place  them  in  a  position  of  complete 
readiness  to  fight  again,  with  re-filled  stocks  of  material,  muni- 
tions, etc.,  will  be  enormous,  and  may  well  amount  to 
^9100,000,000  or  jglSO ,000,000. 

The  total  of  the  foregoing  items  will  amount  certainly  to  not 
less  than  ^9650,000,000,  of  which  at  most  dB200,000,000  could  be 
legitimately  covered  by  a  loan — i.e.,  that  part  which  is  in  respect 
of  compensation  for  war  damages  and  reconstruction.  Assuming 
that  this  is  met  by  a  loan — ^which  would  certamly  not  be  easy  to 
raise  at  a  time  when  the  demand  for  capital  for  industry  and 
agriculture  will  be  particularly  great,  and  when  the  Empire  will 
be  confronted  with  the  necessity  of  finding  a  large  amount  of 
short-term  debt — the  annual  outlay  will  amount  to  £450,000,000. 
To  this  must  be  added  the  normal  peace  expenditure  of  the 
Empire,  which  in  1913  amounted  to  ^9200,000,000.^  Hence  im- 
meiately  after  the  war  the  annual  expenditure  of  the  Empire  to 
be  met  out  of  taxation  will  amount  to  at  least  £650,000,000,  or 
to  £850,000,000  if  it  is  found  impracticable  to  raise  £200,000,000 
by  loan.  The  magnitude  of  the  task  involved  in  raising  so  great 
a  sum  can  be  gauged  when  it  is  remembered  with  what  diflSculty 
the  Empire  was  able  to  finance  its  normal  expenditure  before 
the  war.  In  1909  the  most  violent  parliamentary  and  political 
struggles,  which  threatened  the  whole  fabric  of  the  Empire,  raged 
round  new  tax  proposals  for  an  additional  £25,000,000.  It  was 
regarded  as  a  great  financial  feat  when  in  1913  a  tax  on  capital 
was  enacted,  by  which  £50,000,000  was  raised  for  military  and 
naval  purposes.*  This  sum  was  regarded  as  too  large  to  be  col- 
lected in  one  year,  and  the  collection  was  spread  over  the  three 
years  1913,  1914,  and  1915.  The  chief  source  of  revenue,  the  Im- 
perial Customs  Duties,  before  the  war  only  brought  in  £35,000,000, 

1  In  1913  the  Imperial  revenue  (and  expenditure)  was  £190,000,000,  but 
this  was  exceptional,  as  it  included  part  of  the  non-recurring  capital  tax  of 
£50,000,000.  The  average  revenue  for  the  four  preceding  years  was 
approximately  £153,000,000  per  annum. 

2  This  tax  was  only  agreed  to  on  an  absolute  pledge  being  given  by  the 
Government  that  it  should  never  be  introduced  again.  But  voices  are  already 
to  be  heard  contending  that  a  pledge  of  this  nature  cannot  be  held  to  bind  the 
hands  of  the  financial  authorities  in  view  of  the  new  circumstances  arising 
out  of  the  war. 
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while  from  the  inheritance  tax  not  more  than  £2,500,000  was 
received. 

The  writer  in  the  Kolnische  Zeitung  admits  that  these  figures 
appear  very  frightening  at  first  glance,  but  he  contends  that 
on  a  closer  examination  some  of  their  terrors  fall  away.  An 
appreciable  part  of  the  expenditure  is  not  permanently  recurrent, 
and  might  be  covered  by  a  special  levy  of  the  nature  of  the 
£50,000,000  capital  tax  referred  to  above.  In  any  case^  after  a 
few  years  the  permanent  outgoings  should  fall  to  about 
£500,000,000.  Comfort  is  also  sought  in  the  reflection  that  the 
expenditure  is  all  internal,  and  will  flow  back  into  the  pockets  of 
the  German  people — a  reflection  which  will  contribute  but  little 
to  diminish  the  inevitable  conflict  over  the  assessment  and  in- 
cidence of  the  enormous  taxation  which  will  be  necessary. 

When  the  vnriter  turns  to  consider  the  positive  measures  to  be 
taken  in  order  to  enable  the  German  people  to  support  such  vast 
burdens,  he  finds  his  solution  in  two  directions — increase  in  the 
volume  of  production  and  war  indemnities. 

The  German  people  has  shown  during  the  war  that  it  pos- 
sesses reserves  of  strength  which  nobody  had  suspected,  and 
that  its  resources  are  capable  of  almost  unlimited  development. 
It  is  of  vital  importance  that  these  resources  should  be  hus- 
banded and  their  effectiveness  augmented ;  hence  all  unnecessary 
expenditure,  such  as  results  from  the  complicated  administrative 
machinery  of  the  State  and  the  wastefulness  of  municipalities, 
must  cease.  A  return  to  the  simplicity  and  frugality  of  qiicient 
\  Prussia  is  henceforth  a  matter  of  the  most  imperative  national 

'  necessity.     Thrift  and  saving  must  greatly  increase  amongst  all 

I  classes  of  the  population;   but  it  is,  above  all,  essential  that  the 

productivity  of  German  labour  should  be  doubled  or  trebled  if 
'  the  burdens  imposed  upon  the  community  are  to  be  borne.    The 

wealth  and  prosperity  of  the  German  people  before  the  war  had 
led  to  a  certain  slackening  of  effort  and  to  a  disposition  towards 
Inxuriousness.  In  future  the  State  requires  everybody  to  work 
much  harder  than  before,  to  consume  less,  and  to  increase  the 
efficiency  of  their  labour  by  making  use  of  the  latest  machinery 
and  methods  of  organisation.  There  must,  however,  be  no  ex- 
ploitation (Raubbau)  of  human  beings,  and  the  social  policy  of 
the  Empire  should  be  continued.  Much  could  be  done  by  utilis- 
ing existing  labour  forces  more  effectively.  In  Berlin  alone 
sufficient  labour  to  form  a  whole  army  corps  is  engaged  in  the 
distribution  of  tobacco.  But  not  only  must  production  be  in- 
creased,  but  standards  of  comfort   and   consumption  must   be 
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lowered.     Unnecessary  goods  should  not 

ported,  while  the  taxation  of  luxuries  in  ei 

a  mere  question  of  finance,  but  a  matter  of 

In  any  event,  the  first  six  or  seven  yean 

very  difficult.    German  goods  will  have  a 

markets  which  have  been  lost  during  the  w£ 

be  imported,  and  it  will  also  take  time  1 

exchanges  to  par.    While  it  would  be  possib 

measure  the  immediate  financial  strain  by 

very  large  non-recurring  expenditure  by  i 

would  be  extremely  undesirable  in  view  of 

private  industry,  which  will  compete  eager 

as  the  present  restrictions  on  new  capital 

Under  these  circumstances  the  only  metho 

whelming  difficulties  of  this  transitional  p 

torily  overcome  is  the  exaction  of  a  war 

many's  enemies.    Hence  in  settling  the  t 

indemnity  should  be  the  first  and  most  in 

The  references  made  in  his  recent  Budge 

Financial  Secretary,  Count  von  Bodem,  to 

the  German  Government  to  demand  a  war 

welcomed  with  joy  throughout  Germany. 

able  pledges  which  Germany  holds  in  he: 

France,  Poland,  and  Eoumania  afford  a  h\ 

expectation  that  such  an  indemnity  will,  in  j 

♦  *  *  ♦ 

It  will  be  seen  from  the  above  account 

petent  German  source,  that  the  financial 

after  the  war  is  serious  in  the  extreme.    In 

over  an  expenditure  of  at  least  d£*850,000,00( 

Empire  alone — an  increase  of  more  than  £ 

peace  revenue.    This  is  quite  apart  from  t 

the  burden  on  the  State  and  municipal  fir 

war.    A  great  deal  of  war  expenditure  whicl 

by  the  Central  Administration  falls  in  Gern 

and  municipalities.    Separation  allowances  ai 

relief  are  paid  by  the  local  authorities,  whi( 

recover  a  certain  proportion — as  a  rule,  n 

40  per  cent.— from  the  Empire.    If  the  estii 

the  Kolnische  Zeitung  is  correct,  that  the  Pi 

during  the  first  thirty-one  months  of  the  v 

£125,000,000  in  war  relief  on  behalf  of  the 

safe  to  assume  that  another  £125,000,000, 
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more,  has  been  spent  by  these  municipalities  on  war  relief  and 
other  war  purposes  for  their  own  account.  Large  grants  are 
accordingly  made  by  the  State  Governments  to  the  municipal 
and  other  local  authorities  for  these  purposes,  and  more  than 
£25.000,000  has  already  been  handed  over  by  Prussia  alone  in 
the  form  of  assistance  to  this  expenditure  on  war  relief.  Prac- 
tically every  State  in  Germany  has  had  to  increase  its  taxes  during 
the  war,  in  some  cases  by  40  per  cent,  and  over,  and,  even  so, 
large  deficits  have  been  shown  at  the  end  of  each  financial  year. 
The  municipalities,  which  obtain  their  revenue  mainly  by  levying 
surcharges  on  the  State  income  taxes,  have  raised  these  surcharges 
until  in  many  cases  they  stand  at  from  150  per  cent,  to  250  per 
cent,  on  the  State  income  taxes.  The  indebtedness  of  the  German 
States  and  municipalities  has  increased  enormously  during  the 
war.  Between  March,  1914,  and  March,  1915,  the  indebtedness 
of  the  Prussian  administrative  districts  increased  by  iG10,000,000, 
and  many  of  the  German  municipalities  are  finding  their  financial 
resources  severely  strained  by  the  necessity  for  raising  fresh  taxa- 
tion to  meet  the  interest  on  the  debts  they  have  accumulated 
during  the  war. 

It  is  a  fact  of  cardinal  importance  for  the  finance  of  the 
German  Empire  that  within  the  Empire  a  number  of  Federal 
States  exist,  each  with  independent  financial  control  and  dis- 
pensing large  sums  of  money  each  year.  Now  it  has  always  in 
the  past  been  a  recognised  principle  of  German  finance  that  direct 
taxation  (above  all,  taxes  on  income  and  property)  should  be  rie- 
served  for  the  individual  States  (and  municipalities),  while  the 
Empire  meets  its  requirements  mainly  from  indirect  taxation. 
In  1913  the  expenditure  of  the  German  Federal  States,  including 
the  Free  Cities  of  Liibeck,  Bremen,  and  Hamburg,  amounted  to 
£323,253,000,  and  this  sum  has  been  much  increased  during  the 
war.  There  can  be  no  doubt,  therefore,  that  the  States,  not  to 
mention  the  municipalities,  require  all  the  revenue,  and  more, 
that  they  had  been  getting  from  taxation  before  the  war.  But 
it  will  be  quite  impossible  for  the  Empire  to  raise  any  appreciable 
port  of  the  additional  de400,000,000  to  iG600,000,000  of  which  it 
stands  in  inmiediate  need  after  the  war,  without  encroaching  on 
the  direct  sources  of  revenue,  which  hitherto  have  been  the 
jealously  guarded  tax  preserves  of  the  Federal  States.  Heavy 
Imperial  taxation  will  inevitably  diminish  the  receipts  of  the 
States  and  will  be  fiercely  resisted  by  them. 

The  taxation  enacted  by  the  Empire  during  the  war  (which 
has  been  most  unpopular)  aflFords  clear  proof  of  the  straits  to  which 
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the  German  Finance  Administration  is  reduced.  In  1916,  for  the 
first  time,  additional  taxation  wasjmposed,  and  taxes  were  levied 
on  tobacco,  cigarettes,  receipts,  and  bills  of  lading,  which,  together 
with  increased  postal,  telegraph,  and  telephone  charges,  were 
estimated  to  bring  in  £25,000,000.  At  the  same  time  a  capital- 
increment  tax  was  imposed  on  increases  in  capital  both  of  persons 
and  companies  during  the  war.  This  tax  is  only  now  in  process 
of  assessment,  and  no  estimate  has  been  made  of  its  probable 
revenue,  but  it  appears  to  be  thought  possible  that  as  much  as 
jG100,000,000  may  be  got  from  it.  It  is  allocated  to  covering 
deficits  of  the  financial  year  1916-17  and  following  war-yeais,  and 
to  the  reduction  of  the  national  debt,  and  will  not  be  continued 
after  the  war  is  over.  In  1917  a  20  per  cent,  ad  valorem  tax  was 
laid  on  coal,  estimated  to  bring  in  jG25 ,000,000 ;  a  traffic  tax  was 
imposed  on  the  carriage  of  goods  and  persons,  estimated  to  bring 
in  £15,000,000;  and  a  20  per  cent,  surtax  was  placed  on  the 
capital-increment  tax,  which  it  was  vaguely  hoped  would  bring  in 
about  another  £20,000,000.  Hence,  excluding  the  (in  peace  time) 
non-recurring  capital-increment  tax,  the  financial  efforts  of  the  last 
two  years  have  not  succeeded  in  laising  more  than  £85,000,000 
additional  permanent  revenue  to  cover  the  enormous  increase  in 
current  expenditure — ^£175,000,000  for  interest  on  the  national 
debt  alone,  apart  from  sinking  fund;  £100,000,000  for  pensions; 
vast  sums  to  be  repaid  to  the  States  and  for  compensation  for 
war  damages — expenditure  which  must  be  met  in  one  way  or 
another  if  the  German  Empire  is  to  continue  to  hold  together. 

It  is  difficult  to  avoid  the  conclusion  that  Germany  will  be 
compelled  to  write  off,  perhaps  by  means  of  a  capital  tax,  a  large 
part  of  her  national  debt  after  the  war,  or  even  to  suspend  pay- 
ment of  interest  on  it  for  many  years.  It  is  safe  to  say  that  any 
political  crisis  there  may  be  in  Germany  after  the  war  will  be 
aggravated,  perhaps  to  breaking  point,  by  the  insurmountable 
financial  difficulties  with  which  the  Empire  will  be  confronted, 

A  very  striking  and  gratifying  contrast  is  provided  by  a  survey 
of  the  financial  position  of  the  United  Kingdom.  Down  to  March 
Slst,  1917,  the  total  national  expenditure  during  the  war  amounted 
to  £4,318,000,000.  But  in  this  total  are  included  advances  to 
Allies  and  to  the  Dominions  amounting  to  £970,000,000.  The  net 
expenditure  is  therefore  £3,348,000,000;  of  this  as  much  as 
£1,137,000,000  was  provided  out  of  revenue,  or  33*9  per  cent,  of 
the  net  expenditure.  The  German  Empire,  on  the  other  hand, 
with  a  larger  total  war  expenditure,  did  not  succeed  in  raising 
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during  the  same  period  more  than  (at  a  maximum)  £550,000,000 
out  of  revenue — less  than  half  as  much  as  in  England.    The  net 
National  Debt  stood  on  March  31,  1917,  at  £2,884,000,000  (after 
deducting  advances  to  Allies  and  the  Dominions).     It  has  been 
estimated  that   a   debt   charge   (interest   and   sinking  fund)   of 
£153,700,000  a  year,  which  is  at  the  rate  of  5J  per  cent,  on  this 
total,  would  pay  off  the  debt  in  from  forty-two  to  forty-three  years. 
Pensions  may  be  estimated  at  £30,000,000,  and  pre-war  expendi- 
ture   (without   debt    charges)    amounted    to   £173,(X)0,000.      A 
minimum,  therefore,  of  £356,700,000  has  to  be  raised  at  the  end 
of  the  war.    During  the  financial  year  1916  the  total  revenue — 
apart  from  loans — amounted  to  £573,428,0(X),  from  which  must  be 
deducted  roughly  £157,000,000,  which  represents  Excess  Profits 
Doty  and  other  revenue  which  will  be  non-recurring  after  the 
war.    A  permanent  revenue  of  £416,108,000  remains.     Hence  on 
March  31st,  1917,  without  requiring  to  raise  a  single  penny  of 
additional  taxation,   the  minimum  after- war  expenditure  could 
be  met  with  a  surplus  of  about  £59,000,000  at  the  disposal  of 
the  Chancellor  of  the  Exchequer.*     The  financial  position   of 
England  is  thus  incomparably  superior  to  that  of  Germany.    Even 
another  year  of  war  will  not  impose  on  England  burdens  which 
her  citizens  will  be  unable  to  bear  with  comparative  ease.     In 
Grermany  it  is  far  otherwise;   every  day  sees  her  plunged  more 
firmly  into  a  morass  of  hopeless  financial  embarrassment.    Either 
national  bankruptcy  or  the  confiscation  of  property  by  means  of 
taxation  on  a  scale  hitherto  unknown  confronts  the   German 
people  after  the  war.     Those  amongst  them  who  have  seen  this 
shudder  and  avert  their  gaze  and  whisper  despairingly  the  word 
"Indemnities."  C.  W.  Guillebaud 

^    The  above  figures  for  the  United  Kingdom  are  drawn  from  the   Budget 
•peech  of  Mr.  Bonar  Law  on  May  2nd,  1917. 
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EXTEACTS    FEOM   GEEMAN    PEEIODICALS. 

I.— Industry  and  Commerce  in  Germany  during  the  Transition 
Period  after  the  War. 

Upon  this  subject  Max  Haller,  the  Vice-Director  of  the 
Siemens-Schuckert  Electrical  Works  at  Berlin,  writes  on  the 
following  lines  in  the  Plutus  of  March  28th  : — 

For  the  space  of  almost  a  whole  twelvemonth  past  the  problem 
of  how  the  transition  of  German  economic  life  from  war  to  peace 
conditions  is  to  be  effected  has  been  mider  discussion  by  the 
authorities  as  well  as  by  a  variety  of  economic  associations  and 
in  the  Press.  In  these  controversies  German  economic  life  has 
been  treated  as  a  sick  person,  who  must  not  be  too  quickly  ex- 
posed to  the  open  air  and  stands  in  need  of  State  crutches  to  help 
him  walk;  the  only  doubtful  point  is  whether  the  crutches  are 
to  be  supplied  by  the  military  authorities,  who  have  done  so 
much  organising  during  the  war,  or  by  the  civil  authorities,  who 
are  eager  to  show  what  they  can  do  when  their  turn  comes  again. 
The  siqk  man  himself  ventures  only  very  timidly  to  suggest  that 
he  stiir  has  some  strength  left,  and  may  perhaps  be  able  to  help 
himself  without  the  prescriptions  and  medicines  which  he  has 
come  so  heartily  to  loathe  during  this  war ;  but  he  is  almost  afraid 
to  venture  on  expressing  an  opinion  of  his  own. 

The  whole  question  of  the  condition  of  Germany  after  the 
war,  the  writer  proceeds,  is  an  equation  with  innumerable  un- 
known quantities,  which  up  to  the  present  we  have  not  the  slightest 
possibility  of  evaluating.  The  most  that  could  be  done  is  to 
estimate  the  unknown  quantities  on  the  basis  of  certain  assump- 
tions and  then  attempt  a  solution  on  the  lines  so  given. 

In  spite  of  the  fragmentary  nature  of  the  presuppositions  on 
which  we  can  work,  responsible  circles  appear  already  to  have 
evolved  certain  fixed  principles  which  are  considered  absolutely 
essential  if  the  transition  from  war  to  peace  is  to  be  effected 
without  grave  disturbance.  These  principles  may  be  defined 
approximately  as  follows  : — 

(1)  The  entire  German  cargo  space  will  be  put  under  Imperial 
control. 

(2)  The  import  of  goods  and  raw  material  will  be  rationed  on 
tUb  basis^  of  the  import  figures  for  the  last  year  of  peace,  import 
prohibitions  being  applied  to  certain  goods. 
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(3)  Private  individuals  are  not  to  be  allowed  the  independent 
disposal  of  their  credits  abroad  or  property  which  they  might  use 
to  obtain  credit  abroad. 

(4)  The  export  of  raw  materials  and  manufactured  goods  will 
be  supervised. 

(6)  The  distribution  of  ipiported  goods  will  be  undertaken  by 
special  organisations  also  working  under  State  supervision  in  such 
a  way  tluat  even  the  smallest  businesses  will  gradually  resume 
worloDg  simultaneously  with  the  largest. 

If  these  principles,  the  writer  goes  on  to  say,  were  actually 
adopted,  the  course  of  business  during  the  transition  period  would 
not  appreciably  differ  from  that  which  has  been  forced  upon  us 
now  by  the  pressure  of  the  war.    But  during  the  war  the  position 
has  been  very  different  from  what  it  will  be  afterwards.     Ger- 
many, as  a  general  rule,  had  only  the  home  supplies  to  draw 
up(xi,  and  as  it  was  impossible  to  calculate  the  duration  of  the 
war,  immediate  steps  had  to  be  taken  to  prevent  the  stocks  in 
hand  being  wasted,  as  they  could  be  only  imperfectly  replenished 
from  the  sources  still  available ;   rationing  was  thus  imperative. 
In  return  for  the  prime  necessities,  especially  foodstuffs,  which 
we  were  able  to  import,  we  could  only  offer  such  products  as  could 
be  produced  in  tolerable  superfluity  in  Germany,  viz.,  coal,  iron, 
potash,  certain  chemical  substances,  and  the  like.    After  the  war, 
however,  our  first  object  must  unquestionably  be  to  bring  up  the 
figures  of  the  German  exchange  by  producing  as  quickly  as  pos- 
sible valuable  goods  of  every  kind  for  exportation  at  a  profit. 
Most    countries    are    waiting    eagerly    for    the    beginning    of 
peace,  since  they  have  been  compelled  to  go  without  our  manu- 
factures during  the  war,  and  have  failed  to  get  what  they  required 
from  Erance,  England,  or  America,  since  the  industries  of  these 
countries  have  also  been  largely  occupied  with  the  manufacture 
of  war  material. 

Furthermore,  it  is  extremely  doubtful  whether  the  import  of 
foodstuffs  will  be  the  most  urgent  immediate  requirement.  To 
a  great  extent,  for  instance,  this  may  depend  on  whether  the 
w«r  ends  before  or  after  the  harvest,  and  on  the  result  of  the 
harvest  itself  in  Germany.  It  may  very  well  be  that  only  a  very 
small  amount  of  food  will  need  to  be  imported  at  the  start,  so 
that  any  money  available  can  be  much  more  usefully  employed 
for  the  purchase  of  other  classes  of  goods. 

In  the  case  of  most  imports,  moreover,  such  a  rationing  system 
would  automatically  involve  a  corresponding  rationing  of  products 
of  purely  German  origin  which  are  necessary  for  working  up 
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the  imported  materials — a  result  which  is  probably  not  intended 
by  those  making  the  suggestion.  In  other  words,  the  compulsory 
rationing  of  imports  inevitably  means  a  rationing  of  German  pro- 
duction aa  a  whole. 

But  besides  all  this,  there  are  other  reasons  which  can  be 
urged  against  the  rationing  idea.  It  is  universally  admitted  that 
exports  must  be  encouraged  to  the  utmost  for  exchange  reasons. 
But  the  rationing  of  our  entire  imports  would  involve  a  method 
of  transacting  business  in  the  case  of  orders  from  abroad,  which 
our  foreign  customers  are  not  likely  to  put  up  with,  for  whenever 
such  an  order  arrived  it  would  first  be  necessary  to  make  certain 
that  the  necessary  new  material  is  already  available,  or,  if  not, 
that  the  exporter  can  receive  the  necessary  foreign  bills  and  cargo 
space  in  order  to  procure  it.  Now,  although  the  foreign  cus- 
tomer has  had  to  put  up  with  this  kind  of  complication  in  con- 
sequence of  the  war,  when  peace  comes  he  is  much  more  likely  to 
cancer  the  order  altogether  rather  than  continue  to  expose  himself 
to  similar  delays  and  red-tape,  and  to  transfer  his  custom  to 
countries  doing  business  on  more  liberal  lines. 

Even  granting,  however,  that  a  rationing  system  is  actually 
introduced,  it  must  be  remembered  that  this  would  by  no  means 
guarantee  equable  distribution  to  all  German  consumers  alike. 
There  might  be  something  to  be  said  for  it -if  we  had  only  to 
consider  a  few  concerns,  putting  the  raw  material  through  all  its 
stages  and  turning  out  the  finished  product  at  the  end ;  but  in  the 
great  majority  of  cases  the  material  leaves  the  hands  of  the  actual 
importer  before  it  is  fully  worked  up.  Thus,  in  the  case  of  copp«:, 
the  dealer  passes  it  on  to  the  rolling  mills,  which  turn  it  first  of  all 
into  wire,  sheets,  or  tubes.  The  wire  is  then  passed  on  to  the 
drawing- works,  and  the  sheets  to  the  shipyards,  the  metal  fac- 
tories, the  coppersmiths,  and  numerous  stamping  and  pressing 
works.  Finally,  cables  and  machinery  of  all  kinds  are  made  from 
the  wire.  The  way  from  the  importer  to  the  last  consumer  is 
thus  a  long  one,  while  in  many  cases  it  is  impossible  to  tell  at  the 
time  of  import  into  what  kind  of  product  the  raw  material  will 
be  tiurned,  into  whose  hands  it  will  pass,  or  whether  it  will  be 
incorporated  into  an  article  for  home  consumption  or  for  export ; 
frequently,  too,  a  middleman  stands  between  the  various  manu- 
facturing concerns.  It  is  thus  a  fallacy  to  suppose  that  rationing 
the  raw  material,  in  the  first  instance,  would  guarantee  equable 
distribution  throughout.  However  conscientiously  the  first  dis- 
tribution may  be  carried  out,  it  will  fail  to  ensure  the  regular 
working  of  economic  life.     Only  the  actual  demand  can  be  relied 
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upon  aa  the  factor  regulating  distribution ;  official  regulations  and 
figures  of  proportion  are  beside  the  mark.  Trade  and  industry 
have  a  more  delicate  and  trustworthy  sense  for  these  matters  than 
Imperial  offices  and  committees  with  their  lumbering  mechanism. 
Thus  equable  distribution  also  appears  an  insoluble  problem.  So 
long  as  war  conditions  obtained  and  there  was  practically  only 
one  customer,  the  State  distribution  was  within  the  bounds  of 
possibiUty;  yet  even  under  these  conditions  extraordinary  diffi- 
culties have  been  encountered.      ' 

Thus  the  regulation  of  our  industrial  life  by  a  central  office 
appears  to  be  an  impossibiUty. 

There  can  scarcely  be  any  doubt  that  after  the  war  the  demand 
for  all  sorts  of  manufactured  goods  will  be  immense,  not  only  with 
us  at  home,  but  also  abroad.  We  must  remember  that  for  three 
years  at  least  the  industrial  activities  of  Germany,  France,  Great 
Britain,  and  to  a  large  extent  America,  have  been  entirely  with- 
drawn from  ordinary  economic  life,  so  that  the  economic  require- 
ments not  only  of  these  countries,  but  of  all  neutrals  as  well,  have 
been  only  very  imperfectly  met.  Eepairs  and  upkeep  have  been 
reduced  to  a  minimum,  and  the  condition  of  railways,  tramways, 
electrical  power  stations,  and  many  industrial  undertakings  is 
such  as  to  render  renewals  on  a  large  scale  imperative.  The  satis- 
faction of  these  demands  will  be  limited  only  by  the  means  of 
payment  and  transport  available  for  the  purchase  and  delivery  of 
raw  materials. 

As  regards  cargo  space,  it  may  be  remarked  that  this  will  be 
the  most  valuable  article  of  international  trade  immediately  after 
the  war.  If  our  submarine  war  is  as  successful  as  we  hope,  the 
total  tonnage  of  the  world  will  have  suffered  an  alarming  reduc- 
tion, and  it  is  therefore  quite  right  that  certain  restrictions  should 
be  put  on  the  use  of  German  cargo  space.  But  we  shall  be  unable 
to  exercise  any  such  influence  on  neutral  or  enemy  cargo  space, 
and  this  will  only  be  available  for  our  purposes  if  neutral  ship- 
owners are  adequately  remunerated  and  if  the  enemy  Govern- 
ments allow  their  shipping  to  be  put  at  the  service  of  German 
commerce;  the  latter,  however,  will  probably  not  be  the  case, 
inasmuch  as  enemy  countries  will  be  in  precisely  the  same  situa- 
tion as  Germany. 

The  means  of  payment  which  we  can  make  available  abroad 
are,  however,  a  different  matter.  At  present  those  who  say  that 
the  German  exchange  can  really  be  regulated  by  a  central  bureau 
have  not  proved  their  case.  It  can  only  be  efficiently  so  regulated 
if  German  property  to  the  approximate  value  of  the  sums  due 
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abroad  can  be  offered  for  purchase.  Whil 
that  certain  advantages  would  accrue  fron 
German  resources  abroad  in  the  hands  of  oi 
this  means  the  foreign  bill  business  mighl 
advantage  of  the  German  exchange,  yet  i 
drawbacks  on  the  other  side.  Commerce  a 
many  connections  abroad,  dating  back  to  th 
which  in  numerous  cases  would  enable  en 
obtained  individually  than  by  i  central  bui 
these  connections  will  still  be  m  being  afti 
can  be  fully  made  use  of  only  on  condition  i 
of  movement  and  negotiation  is  guarante 
whereas  the  centralisation  of  the  foreign  bil! 
tically  put  a  stop  to  the  obtaining  of  cred 
market  is  allowed  liberty  of  action,  we  shou 
the  country  a  not  inconsiderable  amount  of 
out  depressing  the  exchange,  would  serve 
work  for  the  men  returning  from  the  trend 
the  supply  of  exportable  goods.  It  may  v 
tomers  abroad  who  desire  our  goods  would 
have  on  credit  the  necessary  raw  material,  as 
agents  who  are  willing  to  resume  permanent 
offer  us  goods  on  long  credit,  or,  if  necessar; 
we  should  be  able  to  get  what  we  want  wi 
money  abroad. 

Ii^any  case,  it  is  very  doubtful  what  cou 
take  when  peace  is  signed ;  we  need  only  rec 
was  an  appreciable  improvement  in  it  as  sc 
became  known,  although,,  of  course,  there 
in  the  ratio  of  imports  to  exports,  nor  in 
German  Empire,  on  the  foreign  opinion  of  \ 
so  often  alleged  to  be  dependent.  It  may 
change  will  take  a  decisive  turn  for  the  bett 
is  signed,  and  probably  even  during  the  neg 
considerations  now  advanced  in  favour  of 
rationing  of  the  exchange  business  would  fa 
any  rate,  developments  cannot  be  foreseen  v 

All  the  above  considerations  serve  to  sh< 
measures  are  of  very  doubtful  value,  and  ma 
disastrous  effect  on  our  economic  life  afte 
other  hand,  the  following  proposals  ma} 
considering : — 

(1)  Germany's  available  cargo  space  shall 
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of  an  Imperial  CommiBsioner,  not  in  its  entirety,  but  only  up  to 
a  certain  percentage,  to  be  determined  on  later,  it  being  im- 
possible to  order  captains  to  load  and  convey  only  certain  goods 
in  certain  fixed  proportions.  For  the  cargo  space  so  reserved 
regulations  may  be  issued,  prescribing  how  it  is  to  be  employed 
for  each  single  class  of  goods,  and  the  goods  conveyed  in  it  will 
be  subject  to  the  control  of  the  Imperial  Commissioner. 

(2)  The  import  of  raw  material  destined  to  be  manufactured 
into  export  goods  should  have  preference,  as  also  the  import  of 
goods  paid  for  before  or  during  the  war. 

(3)  It  is  not  desirable  to  centralise  all  German  credits  abroad 
to  a  greater  extent  than  the  present  organisation  of  the  Foreign 
Bill  Bureau  jwrovides  for,  except  in  so  far  as  they  are  put  volun- 
tarily and  iinconditionally  at  the  disposal  of  the  authorities.  In 
the  case  of  all  credits  other  than  the  last-named,  it  should  be 
understood  on  principle  that  they  must  be  put  at  the  disposal  of 
the  owner  by  the  Central  Bureau  in  case  of  need.  The  sole 
object  of  the  centralisation  would  thus  be  to  avoid  sudden  fluctua- 
tions of  the  exchange  through  a  momentary  flooding  of  the  market 
with  securities.  If  the  use  of  German  credits  abroad  were  sus- 
pended, the  hands  of  commerce  and  industry  would  be  tied,  and 
the  full  use  of  German  business  connections  abroad  would  be 
rendered  problematical. 

(4)  All  goods,  except  foodstuffs,  imported  in  free  German  cargo 
space  or  in  neutral  vessels  on  the  purchaser's  own  account  or  on 
the  strength  of  long  foreign  credit  obtained  by  individual  traders 
abroad  must  be  put  in  their  entirety  at  the  free  disposal  of  the 
purchaser.  Any  restriction  would  benefit  foreign  trade  at  the 
expense  of  German  trade. 

(5)  The  import  of  unnecessary  luxuries  shall  be  prohibited,  as 
also  the  manufacture  of  luxuries  except  those  which  can  be  shown 
to  meet  a  demand  from  abroad.  Special  regulations  shall  provide 
for  the  use  in  home  consumption  of  such  substitutes  as  have  proved 
their  value  during  the  war.  Thus  it  will  be  unnecessary  to  manu- 
facture copper  cables,  etc. ,  for  home  use  if  they  can  be  replaced 
by  aluminium  or  zinc  and  both  these  substitutes  are  available  in 
sufiicient  quantities. 


II. — ^The  Scheme  of  the  Future  German  Demobilisation. 

The  Reichstag  Committee  for  Trade  and  Industry  has  recently 
issued  a  report  on  its  negotiations  regarding  the  demobilisation 
after  the  war,  which  contains  the  following  statement  made  by 
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the  Commissioner  of  the  Prussian  War  Ministry  (quoted  from  the 
Vossische  Zeitung  of  April  19th)  : — 

The  transference  to  a  peace  footing  of  the  Army  must  be 
effected  both  in  the  military  and  in  the  economic  sphere.  It  will 
be  supervised  by  the  General  War  Department  (AUgemeine 
Kriegsdepartement)  of  the  War  Office.  It  must  be  effected  in 
such  a  way  as  to  prevent  unemployment,  and  to  provide  labour 
as  speedily  as  possible  for  the  most  important  industries.  The 
reduction  of  the  Army  to  a  peace  footing  will  take  place  gradually. 
How  long  it  will  take  cannot  be  predicted.  The  Army  authorities 
have  laid  it  down  as  a  principle  that  no  man  is  to  be  discharged 
who  has  not  had  any  offer  of  employment.  Those  Who  cannot 
obtain  work  will  be  retained  in  the  Army  as  much  as  four  months. 
The  oldest  classes  are  to  be  discharged  first,  and  special  considera- 
tion shown  to  supporters  of  families.  The  principle  will  also  con- 
tinue to.be  observed  that  no  man  will  be  discharged  before  his* 
legitimate  claims  for  maintenance  have  been  attended  to. 

In  order  to  provide  as  speedily  as  possible  the  personnel  neces- 
sary for  the  most  important  industries,  the  following  classification 
has  been  made.  Subject  to  the  principle  that  according  to  .law  the 
older  classes  are  to  be  discharged  first,  the  following  occupations 
are  to  have  the  preference  in  the  selection  of  persons  to  be  dis- 
charged : — 

(a)  Leading  personages  in  the  sphere  of  commerce,  industry, 
navigation,  and  other  economic  branches. 

(6)  Heads  of  commercial,  industrial,  and  agricultural  concerns, 
and  officials  of  the  same — e.g.,  engineers,  foremen,  inspectors. 

(c)  Independent  manufacturers,  agriculturists,  etc. 

(d)  Civil  servants  of  the  States,  provinces,  and  communes, 
clergymen,  teachers,  employes  of  State  and  private  railways,  in- 
cluding light  railways  and  tramways. 

(e)  Sailors  and  fishermen. 

if)  Skilled  workers  and  artisans,  if  they  enter  into  regular 
employment  immediately. 

(g)  Unskilled  workers  in  those  callings  in  which  there  will 
immediately  be  a  great  demand  for  labour — e.g.,  mining,  agricul- 
ture, ocean  and  harbour  navigation  i 

(h)  Students  and  other  persons  who  at  the  outbreak  of  the  war 
were  preparing  themselves  for  a  career. 

(i)  Germans  from  abroad,  who  were  settled  abroad  previously 
to  being  called  up,  and  desire  to  return  thither. 

The    demobilisation    of   the    Navy    will    proceed    on    similar 
principles. 
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in.— Measures  taken  to  Secure  the  German  Food  Supply 

DURING  THE  WaR. 

In    the    Jahrhiicher    fiir    Nationalokonomie    und    Statistik 

^  (January,  1917,  p.  81  ff.)  Dr.  Herbst  (Halle)  writes  on  the  above 

subject,  covering  in  his  review  the  period  from  the  end  of  July, 

1914,  to  the  end  of  January,  1917.     The  January  number  sum- 
marised contains  only  the  first  instalment  of  his  article. 

The  unlooked-for  duration  of  this  war  has  given  increasing 
importance  to  the  feeding  problem.     Up  till  the  beginning  of 

1915,  however,  no  special  regulative  >  measures  had  been  taken, 
nor  had  the  questions  involved  been  scientifically  considered.  By 
now,  on  the  contrary,  the  scientific  and  practical  literature  relating 
to  this  all-important  problem  has  already  overstepped  the  possi- 
bility of  exhaustive  survey.  Only  the  literature  of  one  other 
department — the  care  of  the  maimed  and  wounded — ^has  surpassed, 
it  in  volume ;  and  the  ever-growing  volume  is  but  the  result  of 
the  development  of  England's  "starvation  policy."  Be  the 
origins  of  the  war  what  they  may,  it  is  evident  that  for  our 
enemies  the  economic  factor  has  now  become  the  decisive  one. 
But  in  their  calculations  they  under-estimated  Germany's  pre- 
eminently developed  economic  and  scientific  organisation.  In 
especial,  the  new  "war  economics,"  resulting  from  the  novel 
applications  of  scientific  economics,  have  taken  a  foremost  place, 
and  produced  a  large  literature.^  This  includes  even  a  specialised 
branch  of  journalism,  e.g,,  in  the  periodical  statements  of  the 
local  and  provincial  "Price-testing  Bureaux."  The  subject  is 
treated  at  length  also  in  the  Korrespondenz  fiir  Kriegswohlfahrts' 
pflege  ("Correspondence  for  furthering  Social  Welfare  during  the 
War"),  issued  by  the  "Central  Office  for  Social  Welfare";  in 
the  Wirtschaftlicher  Nachrichtendienst  ("Economic  News  Ser- 
vice "),  issued  jointly  by  the  "German  Overseas  Service  "  and  the 
*" Society  for  Economic  Development";  in  the  Tageszeitung  fiir 
Ncihrungs  u.   Genussmittel  ("Journal  for  Foodstuffs  and  Deli- 

>  See  the  Jahrbiioher,  1916,  253  and  525,  where  the  following  works  were 
Hied :— Edgar  Jaff^,  VoUcsunrtsohafi  ii.  Krieg  ("  National  Economics  and  War)," 
TQbingen,  1916;  further  details  in  Archiv  fur  SozicUwiasenachafi,  vol.  40,  611 
(of.  %b,  648),  on  the  "militarising*'  of  our  economic  life. — Herm.  Levy,  Vor- 
nUwifUchafi  u.  Volkawirtsehafi  ("Scientific  Provisioning  and  National  Eco- 
nomioe"),  Berlin,  1916.— <^rl  J.  Fuchs,  Die  Deutsche  Volkswirteehafi  im  Kriege 
rOerman  National  Economics  in  the  War"),  Tubingen,  1916. — Joh.  Plenge, 
Der  Krieg  «.  die  VolksmHeohtrft  ("  The  War  and  National  Economics  "),  Miinster 
i.W.,  1916. — G.  Stresemann,  Daa  Deutsche  Wirtschaftsleben  im  Kriege  ("  German 
Econ.  Life  in  the  War"),  Leipzig,  1915. — ^Herm.  Schumacher,  D«ti<«c^  Volks- 
emahrung  ti.  VoUcsemdhrungspolitik  im  Kriege  ("The  Feeding  of  the  German 
People  and  the  Food  PoUcy  During  the  War  "),  Berlin,  1916.— H.  Kdppe,  Kriegs- 
wirisekaft  u.  SoeiaHismus  ("  War  Economics  and  Socialism  "),  Marburg,  1915. 
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cacies  "),  issued  by  the  Skin  and  Leather  I 
this  is  of  smaller  dimensions.     Further, 
Kriegsausschusses  d.  Deutscher  Industrie 
the  War  Committee  of  German  Industry ' 
tributions.     Parliamentary    publications,    i 
omitted.     Die  Erndhrung  im  Kriege  ("Fe( 
issued  by  the  Prussian  War  Ministry,  is  a 
tion  and  advice  which  has  been  distributed 
and  information  for  the  populace  are  activ 
War  Food  Bureau,  in  its  Beitrage  fiir  Kr 
tributions  to  War  Economics  ") ;  its  Beitr,  z, 
wirtsch.   ("Contrib.  to  Municipal  War  Ec 
official  use. 

But  the  war  has  affected  not  merely 
practice ;  it  is  making  a  deep  impression,  \ 
Law,  where  many  new  measures  have  beei 
very  outbreak  of  war  onwards.  (It  is  esti 
Bundesrat  regulations,  mostly  of  an  econon 
3,000  edicts  of  provincial  authorities  had  b 
middle  of  1916.)  Hence  the  development 
war  jurisprudence.  Of  the  17  enactments 
Beichstag  on  August  4th,  1914,  those  inter 
connection  which  provide  for  the  securing  an 
national  food  supply  during  the  war. 

On  July  31st  two  ordinances  had  alreadj 
ing  prohibition  of  the  export  of  livestock,  i 
fodder  (R.G.Bl.,i  1914,  259,  260;  1915,  7^ 
but  interim  measures;  that  of  August  4th 
facilitating  imports,  is  the  first  distinctly 
economic  nature;  it  grants  free,  or  relati\ 
a  number  of  articles  for  the  duration  of  the  v 
advantage  of  in  subsidiary  legislation  in  M) 
especially  as  regards  meat  imports  (B.G.]6l., 
1916,  7). 

The  basis  of  this  legislation  is  the  law  < 
empowering  the  Bundesrat  to  take  the  n 
measures  (R.G.Bl.,  1914,  327).     A  further  1 
permits  the  definition  of  maximum  prices, 
spending  penalties  (I.e.  339). 

These    two   enactments   together   practi< 
Bundesrat  a  dictator,  since  Parliamentary 
in  war-time  conveniently  or  regularly  be  s 

Reich^esetzhldtier. 
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subsequent  measure,  which  established  the  Imperial  War  Food 
Bureau,  set  the  machinery  upon  a  firmer  foundation. 

The  continuance  of  war  justified  the  proclamation  of  May  22nd, 
1916  (R.G.BL,  1916,  401),  empowering  the  XJhancellor  to  com- 
mandeer food,  etc.  The  W.F.B.  was  instituted  on  the  same  day. 
Thenceforth  it  is  upon  the  above  proclamation  that  subsequent 
legation  on  food  matters  has  been  based. 

As  regards  maximum  prices,  the  law  of  August  4th,  1914,  was, 
in  1915  and  1916,  variously  modified — e.g.,  by  the  establishment 
of  Price  Testing  Offices  (I.e.,  1915,  607).^ 

Note  here,  too,  the  proclamation  requiring  the  retail  trade 
poblkly  to  announce  the  current  prices  of  food  and  fodder  stuffs 
(I.e.,  1915,  353),  that  relating  to  exorbitant  prices  (I.e.,  1915, 
467,  514 ;  1916,  183)  and  that  ordering  the  exclusion  of  suspicious 
characters  from  the  food  trade  (I.e.  1915,  603) ;  further,  those 
directed  against  the  superfluous  middleman  [Ketienhandel]  {Lc, 
1916,  561,  861),  against  misleading  designations  of  foodstuffs  (I.e., 
1916,  588),  and  ordering  a  plain  description  to  be  affixed  to  all 
such  stuffs  (I.e.,  1916,  380,  422,  962,  and  505);  and,  further, 
those  restricting  the  procedure  on  weekly  market  days  (I.e.,  1915, 
125),  and  requiring  the  names  and  addresses  of  advertisers  in 
the  foodstuff  trade  to  be  appended  to  each  advertisement  (I.e., 
1915,  827). 

Some  additional  measures  may  be  mentioned  : — A  proclama- 
tion regarding  further  simplification  of  nourishment  (I.e.,  1916, 
433)  and  one  as  to  the  use  of  food  refuse  (I.e.  593).  The  main 
points  of  the  former  of  these  ordinances  are  :  (1)  In  inns,  hotels, 
clubs,  etc.,  on  those  days  on  which  meat  is  permissible  (see  edit. 
October  28th,  1915),  a  choice  of  not  more  than  two  such  dishes 
may  be  offered,  and  no  guest  may  partake  of  both.  (2)  A  fixed 
bill  of  fare  may  not  consist  of  more  than  :  soup,  meat  (or  meatless 
entree),  meat  with  vegetable  additions,  sweet  or  cheese  or  dessert ; 
and  on  meatless  days  an  extra  meatless  entree  or  fish.  (3)  Unless 
for  two  or  more  guests,  foods  containing  fat  may  not  be  served 
upon  a  dish.  (4)  No  butter  may  be  served  with  other  foods. 
(5)  "Meat ''  in  such  cases  includes  :  beef,  veal,  mutton,  pork,  goat, 
besides  all  game.  Head,  tongue,  and  internal  parts  are  excepted. 
''Meat  dishes"  within  the  meaning  of  the  Act  do  not  include 
saDdwiches  or  certain  sausages. 

As  regards  the  latter  of  the  above  ordinances,  householders  and 
employers  are  thereby  obliged  to  hand  over  to  the  ground  land- 

»  See  Die  PreisprU/ungssteUen  im  Rahmen  der  Kriegewirtsehafi  ("  The  P.T. 
OIBoet  as  Applied  to  War  Economics  "),  in  Rec?U  u.  Wirtschaft,  Oct.,  1916. 
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lord  all  food  wastage  and  refuse  for  which 
no  use,  either  as  human  or  animal  food, 
conveyed  to  the  Berlin  "Compressed  Dair 
towns  have  taken  advantage  of  this  ordin 
public  attention  to  the  valuable  uses  of  sucl] 
has  often  had  the  help  of  private  organisat 

A  closely  related  and  significant  step  v 
Government  towards  obtaining  returns  of 
liminary  to  any  measures  of  requisitioning, 
were  hitherto  practically  unknown ;  the  h 
(I.e.,  1914,  129),  relating  to  grain  statists 
July  of  that  year,  was  therefore  important,  s 
of  war,  this  was  variously  repeated,  ever 
August  and  October  (I.c.,  1914,  882,  440) 
stocks  in  foods,  fuels,  oil,  etc.,  obligatory. 
54,  549,  684.)  The  proclamation  of  Februa 
has  given  the  widest  powers. 

The  principal  stocktakings  have  been 
vu*ious  cereals,  with  cattle  and  pigs,  with  c 
pulse,  dried  potatoes.  Occasional  estimate 
statistical  forecasts  as  to  harvests  have  also 

The  universal  cattle  census  of  Decembei 
followed  quarterly  by  others  on  a  smaller  sc 
bread  and  meat  censuses  of  1915  do  not  i 
needed  repetition  (see  B.O.BL,  1915,  363; 
taken  on  September  1st,  1916,  is  now  to  I 
tion  during  the  wu*.^ 

These  latter  inquests  require  an  exact  s 
in  hand,  as  well  as  estimates  of  the  amounts  i 
interval,  so  as  to  permit  of  calculations  i 
sumption. 

This  economic  struggle  has  indeed  giv 
importance  to  official  statistics  as  a  branch  ( 

A  weak  point  in  such  censuses  is  the  per 
amounts  of  stock  from  the  returns,  which  om 
to  no  inconsiderable  total.  Certain  towns  h 
this. 

Another  all-important  problem  is  that  of 
of  home  products  during  war,  despite  the  sh 

^  Bee  Batooki,  e.g.,  in  HaUesehe  ZeUung,  June  23rc 

*  See  Zahn,  Die  AmUiehe  StaHsHk  u,  der  Krieg  ("  0£ 

in  the  JahrbUeher,  vol.  61,  95 ;  also  in  Bayri^che  Staa 

ZeiL  d.  hayer.  Statist.  LandeeanUea,  1915  (ill).     Also 

StaOsHk,  Sept.,  1916. 
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labour,  of  draught-beasts,  and  of  manure.  Germany  has  {denty 
d  yet  untilled  land  available ;  in  various  places  this  was,  even 
in  autumn,  1914,  rendered  jwroductive ;  by  now  much  has  been 
done  <m  waste  lands,  heather,  forest  clearings,  etc.  Crops,  too, 
have  occasionally  been  replaced  by  others  of  higher  value — e.g., 
gugar-beet  by  peas  and  beans. 

But  a  better  return  is  often  to  be  had  from  intensive  cultiva- 
tion (A  already  tilled  than  from  initial  cultivation  of  barren  soils. 
On  this  principle  the  announcement  of  March  31st,  1915  (B.O.B1., 
210),  threatens  official  interference  where  agriculturists  shall  fail 
to  take  full  advantage  of  their  uncultivated  ground  (of.  I.e.,  1915, 
567;  1916,  834).  On  April  4th,  1916  (I.e.,  236),  measures  were 
announced  for  ensuring  the  productive  use  of  cultivahle  municipal 
q)aces  and  for  fixing  rents  for  small-scale  gardens.  In  October, 
1914  (I.e.,  466),  a  proclamation  had  been  issued  regulating  the 
legal  status  of  societies  formed,  or  to  be  formed,  for  the  exploita- 
tion of  untilled  lands.  Of  this  facility  much  use  has  by  now  been 
made  in  Prussia. 

The  sale  and  consumption  of  a  steadily  increasing  number  of 
necessary  articles  is  being  officially  regulated,  and  that  with 
growing  strictness.  At  first  bread  and  meat  were  the  main  objects 
of  this  legislation,  sugar,  meat,  and  potatoes  being  less  stringently 
dealt  with.  But  by  now  hardly  a  foodstuff  remains  to  which 
special  legislation  has  not  been  applied. 

Uncontrolled  commerce  is  still  permitted  in  the  following — ^in 
80  far  as  the  stocks  still  avail :  Fish,  vegetables,  fruit,  buck- 
wheat, millet,  Griinkem  [green  rye  dried,  for  soups],  pulse,  con- 
fectionery, sweets,  chocolate,  rice;  though  for  some  of  these 
maximum  prices  have  been  fixed,  while  others  were  temporarily 
reqnisiticmed.  As  a  sequel  to  the  class  of  measures  first  taken 
(Customs  alleviation,  import  facilities,  barriers  to  export  or  trans- 
port), and  others  of  an  experimental  nature  (maximum  prices  for 
grain,  general  exhortations  to  economy  in  cereals,  prohibition  to 
use  rye  as  fodder,  regulations  as  to  flour  "bolting,"  as  to  bread- 
stretching  with  potatoes),  which  have,  in  the  course  of  the  war, 
been  transformed  into  a  set  of  direct  and  very  stringent  provi- 
8i(mal  edicts,  a  special  "War  Economy"  has  now  developed,  which 
itself  has  led  to  a  strict  but  fully  justifiable  policy  of  "War  Con- 
somption,"  resting  upon  laws  of  a  Socialistic  tendency,  bom  of 
the  war  and  hampering  private  rights  to  the  advantage  of  the 
oommonity,  favouring  the  public  welfare  as  against  the  claims 
of  the  individual — a  kind  of  War  or  State  Socialism*  which 

»  Cf.  Haass,  in  Der  DetU^ehe  Krieg,  p.  58,  Stuttgart-Borlin ;  also  Kdppe's 
book  (v.  p.  2,  above). 
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revives  old  theories  as  to  the  self-sufficient  trading  State.  The 
great  economic  changes  which  the  war  has  produced  had  been 
foreshadowed  neither  by  science  nor  by  practical  experience. 

The  main  principles  of  war  economics,  as  taught  by  the 
experience  of  the  present  war,  are  summed  up  in  the  words  : 
requisitioning,  rationing,  maximum  prices — ^the  first  having  in 
view  the  control  of  available  stocks,  the  second  their  adequate 
distribution,  the  third  the  curbing  of  the  inevitable  tendency  of 
prices  to  rise. 

The  measures  which  the  Government  has  been,  step  by  step, 
obliged  to  take  may  be  expected  subsequently  to  form  a  basis  or 
preparation  for  new  departures  and  developments  which  will 
herald  a  new  epoch  in  national  and  international  economic 
science. 


IV. — The  Question  op  a  Change  in  Pbice  Policy. 

It  has  been  obvious  for  some  time  that  the  present  system  of 
maximum  prices  is  regarded  by  many  different  sections  of  public 
opinion  as  unsatisfactory.  Not  indeed  that  there  is  any  large 
body  of  opinion  (outside  Agrarian  circles,  at  all  events)  against 
maximum  prices  as  such.  The  objection  is  rather  to  the  system 
on  which  the  existing  prices  are  arranged  and  to  the  relation 
between  them.  In  this  connection  an  ambitious  scheme  for  a 
complete  rearrangement  of  prices  in  mutual  relationship  has  been 
put  forward,  the  plan  having  been  worked  out  by  a  body  of  eleven 
agricultural  professors,  and  embodied  in  a  memorial,  which  was 
published,  in  complete  or  abridged  form,  in  the  Press  of  February 
17th  (e.g.,  Vossische  Zeitung,  m.). 

The  memorial  demands,  above  all,  steadiness  of  prices,  and  it 
lays  down  the  following  principles  : 

I. — General  Principles, 

The  first  aim  is  to  increase  the  output  of  agriculture  as  far  as 
possible  by  securing  technical  and  economic  efficiency.  The  right 
and  the  duty  of  the  Communal  Unions  to  provide  for  the  cultiva- 
tion of  suitable  land,  which  the  owner  cannot  or  will  not  cultivate, 
must  be  maintained.  Compulsory  cultivation  beyond  that  is  {mto- 
hibited  by  the  nature  of  farming  processes.  It  would  be  more 
fatal  in  war  even  than  in  peace. 

Animals  should  be  fed  on  grain  and  root  crops  only  so  far  as  is 
possible  after  human  requirements  have  been  met.    Animals  kept 
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for  working  purposes  should  be  given  the  preference.  Sheep  and 
cattle  must  be  kept  in  such  number  as  is  desirable  for  using  to 
the  best  advantage  agricultural  products  unfit  or  no  longer  fit  for 
human  consumption.  The  maximum  output  of  animal  products 
cannot  be  attained  except  by  proper  limitation  of  the  number  of 
animals.  Pig-keeping  is  the  greatest  hindrance  to  the  prevention 
of  illegally  using  human  food  for  fodder.  It  is  specially  important, 
therefore,  to  adjust  the  number  of  pigs  to  the  available  fodder. 

The  foregoing  aims  are  to  be  attained  not  merely  by  compulsory 
interference,  but,  above  all,  by  an  appropriate  price  policy  for  all 
IHX)duct8  of  the  soil  and  for  animals.  The  present  price  policy 
has,  in  the  course  of  the  war,  become  completely  unsound,  and  in 
the  long  run  fatal.  While  low  prices  were  being  fixed  for  bread- 
grain  and  potatoes,  the  price  of  animal  products,  especially  of 
meat,  was  left  too  long  untouched,  and  maximum  prices  were  not 
fixed  until  too  late  to  prevent  a  dangerous  state  of  things. 

The  whole  price  policy  must  have  as  its  chief  object  the  provi- 
sion of  as  much  food  for  human  beings  as  possible.  It  must  be  so 
constituted  that  even  farms  in  a  specially  unfavourable  natural 
and  economic  position,  farms  managed  by  women,  farms  almost 
completely  deprived  of  labour,  should  afford  an  income  sufficient  to 
keep  them  going.  It  is  unavoidable  that  this  will  give  other  farms 
more  favourably  situated  a  higher  income  than  is  absolutely 
necessary. 

The  general  level  of  prices  must  not  be  raised.  The  free  price 
formation  for  individual  important  products  is  impossible,  because 
for  numbers  of  people  it  leads  to  intolerably  high  prices.  The 
policy  of  encouraging  production  by  high  prices  is  to  be  rejected, 
except  for  specially  necessary  crops  which  declined  before  the  war, 
and  a  minimum  supply  of  which  must  be  encouraged,  such  as  oil- 
I^ts,  leguminous  and  fibrous  plants. 

II. — Particular  Principles. 

The  various  regulations  for  prices  and  delivery  of  oats  and 
barley  are  unjustifiable.  They  are  detrimental  to  the  poorer 
soils,  and  must  be  replaced  by  similar  treatment  for  both  crops. 
The  following  prices  per  ton  are  recommended  for  the  next 
harvest : — 


Ryo 

Wheat 
Barley 

Fodder  bari»*y 
Army  oats  .., 
OmJts 


Mk.260,  at  present  Mk.  220 
300,  „  „  260 
270,  „  „  320 
260.  „  „  280 
270,  „  „  270 
260,  .,         „         270 
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l%e  present  price  for  pulse  crops  and 
autumn  oil  crops  need  no  alteration. 

If  the  rye  price  is  fixed  at  Mk.260,  a  su 
is  too  low,  and  should  be  raised  to  Mk.50  ] 

This  year's  potato  price  is  insufficient  t 
tion.  In  parts  of  West  Germany  it  is  he\o\ 
winter  potato.  In  East  Germany  it  is  cc 
this,  but  it  does  not  take  into  considerati 
most  of  the  farms  through  the  deUvery 
necessary  for  the  farm  use.  A  minimur 
ton  in  the  autumn  should  be  fixed  for  all 
to  the  State  authorities  to  raise  the  price  y 
in  districts  where  the  peace  price  of  potat 
The  regulation  of  the  early-potato  price  sh 
Empire  to  the  State  authorities. 

High  vegetable  prices  are  called  for  t 
labour  required  by  these  crops.  There  i 
dangering  the  cultivation  of  other  crops 
on  the  contrary,  the  utmost  extension  c 
desirable. 

Kohlrabi  (Wruken)  and  beetroot  are  g 
for  the  farmer's  own  stock.  A  maximur 
be  fixed  to  avoid  undesirable  competition  \ 
beet.  The  following  prices  are  suggestec 
them  in  certain  districts,  as  for  potatoes  : 

Wruken  (kohlrabi,  turnips)    ...   Mk.  30p 

Fodder  beet       26 

Fodder  carrots 40 

A  moderate  price  for  concentrated  and 
State  subsidies  if  necessary,  must  be  ma 
fluctuations  in  the  cost  of  livestock  produ( 

The  prices  of  store  cattle  are  too  high 
prices  of  agricultural  products,  and  have  g 
increase  in  the  prices  of  breeding  and  lean 
prices  are  not  practicable  for  these  latter, 
down  by  reducing  the  store  cattle  prices, 
level  must,  however,  be  maintained  to  com 
of  albuminous  concentrated  fodder.  The 
mum  price  of  Mk.l95  per  double  centner  fo 
be  reduced  to  Mk.l65. 

The  prices  for  store  sheep  are  also  too  ] 
prices  should  be  guaranteed  for  at  least 
sheep  breeding  in  view  of  the  urgent  nee 
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mazimam  price  for  store  sheep  should  be  Mk.l66  the  double 
eentner. 

Pig  i»ices  are  also  too  high.  The  present  prices  need  reducing 
by  20  per  cent,  where  the  weight  is  under  80  kg.,  or  by  25  per 
cent,  tar  pigs  over  80  kg. 

In  consequence  of  the  extraordinary  scarcity  of  albuminous 
fodder  the  price  of  fresh  milk  in  mostidistricts  is  considerably  too 
low.  The  butter  prices  are  rather  high  in  proportion  to  the  milk 
pricee,  if  one  considers  the  increased  value  of  skim  milk.  The 
fresh  milk  prices  will  need  to  be  considerably  raised,  though  not 
till  the  period  of  winter  foddering  comes  on.  The  price  of  butter 
diould  be  so  fixed  as  to  prevent  butter-making  being  more  profit- 
able than  the  sale  of  fresh  milk.  For  the  Berlin  district  the 
price  of  one  litre  of  whole  milk  from  the  farm  should  be  Pf  .30.  In 
other  districts  the  State  authorities  should  raise  the  milk  prices 
cmrespondingly. 


Obituary  :   Ebnest  Aves. 


After  a  short  and  sudden  illness  at  the  house  of  a  friend 
with  whom  he  was  spending  a  few  days,  Ernest  Aves  died  of 
pneumonia  on  April  19th.  He  was  sixty  years  of  age ;  and  though 
the  effects  of  a  severe  illness  twelve  months  ago  had  not  wholly 
di8ai^)eared^  his  friends  had  no  reason  for  believing  that  he 
would  not  continue  for  many  years  to  discharge  the  ojQ&cial  duties 
on  which  he  was  engaged  to  within  a  week  of  his  death. 

His  connection  with  the  Royal  Economic  Society  dates  from 
its  inception.  He  was  one  of  those  who  attended  the  meeting 
summoned  to  found  the  Society  in  1890.  In  1897  he  was 
elected  to  the  Council,  at  whose  meetings  he  was  one  of  the 
most  regular  attendants.  He  was  bom  at  Cambridge,  and  it 
was  at  Cambridge  in  his  university  days  that  he  came  under  the 
influence  of  Sidgwick,  an  influence  which  he  was  proud  to 
acknowledge,  and  which  accounts  for  much  that  was  most 
strongly  characteristic  of  him.  After  taking  a  First  in  the  Moral 
Sciences  Tripos,  he  came  to  London  well  equipped  for  that  study 
of,  and  contact  with,  industrial  conditions  which  occupied  most 
of  his  life  and  stood  him  in  such  good  stead  in  his  administrative 
work  of  more  recent  years. 

From  1886  until  1897  he  was  a  resident  at  Toynbee  Hall,  and 
during  the  last  seven  years  of  that  period  was  Sub- Warden. 
There  he  formed  numerous  friendships.     It  was  during  these 
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years  also  that  he  became  associated  vi 
Charles  Booth,  collaborating  with  him  ir 
of  the  People,  and  contributing  several  si 

After  his  marriage  in  1897  to  a  daug 
land  he  left  Toynbee,  but  in  the  years  tl: 
to  follow  labour  developments  with  an 
and  judicial  appearance  at  which  obscn 
living  character  of  its  source.  In  Mard 
to  the  Economic  Joubnal  an  article  on 
Disputes."  A  further  article  on  the  sai 
December,  1897,  and  from  March,  1898 
his  "Labour  Notes"  were  a  regular 
activity  and  working-class  movements  w 
and  impartial  review;  and  while  the 
"Notes"  was  informative,  commendatioi 
dealt  out  with  an  even  though  not  lavisli 
Trade  Unionism,  he  nevertheless  regrett 
strife  and  bitterness  in  the  place  of  peace 
ment.  A  belief  in  a  fundamental  harmoc 
of  the  various  classes  of  society,  if  only  g 
regard  for  others  were  allowed  to  preva 
Breaches  of  the  industrial  peace  when 
indignant ;  when  rendered  inevitable  by 
tion  they  filled  him  with  a  quite  persoi 
attitude  is  well  illustrated  by  certain  c( 
in  the  course  of  his  account  in  June,  1903 
"And,  after  all,"  he  wrote,  "the  Trade 
itself.  It  is,  although  in  many  fields  inv 
sentative  of  the  best  in  industrial  relat 
appears  to  be  much  more  limited  than 
imagine.  Thus,  from  various  reasons,  th 
in  constant  danger  of  mistaking  the  non-e 
— the  machinery  of  industrial  organisati 
a  healthy,  effective,  and  vigorous  indasi 
vital  breath  is  not  potential  conflict,  but 

The  "Labour  Notes"  came  to  an  ei 
and  in  the  following  year  he  went  to  1 
sioner  appointed  by  the  Home  Secreta 
system  of  Wages  Boards  in  Australia  and 
tion  system  in  force  in  Austhklia  and  N 
which,  as  was  observed  editorially,  the 
author  of  the  "Labour  Not^s"  wt)uld 
retjuire^r" 
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The  result  of  the  inquiry  was  a  signed  Report  published  in 
1906  as  Cd.  4,167.  A  painstaking  and  scrupulously  honest  piece 
of  investigation,  the  nice  balance  of  the  evidence  was  probably 
disappointing  to  those  who  were  strong  partisans  for  or  against 
the  principle  of  a  minimum  wage.  The  Report  does  indeed 
reach  a  conclusion  favourable  to  Wages  Boards;  but,  impressed 
by  the  enormous  difference  between  the  complexity  of  condi- 
tions in  this  country  and  those  of  Victoria,  Aves  went  no 
further  than  to  suggest  the  establishment  of  Boards  here  whose 
duty  would  be  the  collection  of  information  as  to  the  conditions 
of  work  in  their  trades  and  the  formulation  and  publication  of 
standard  conditions  that  reputable  employers  might  be  expected 
by  the  public  to  fulfil.  Some  sanction  would  be  given  to  the 
Board's  recommendations  by  the  exercise  of  discrimination  in 
the  placing  of  public  contracts,  and  by  the  power  to  make 
generally  known  failure  on  the  part  of  an  individual  firm  to 
comply.  It  is  clear,  however,  that  the  suggestion  was  derived 
mainly  from  his  unshakable  b.elief  that  people  generally,  whether 
employers  or  workers,  would,  as  he  himself  so  often  expressed 
it.  "do  the  right  thing." 

The  Report  was  an  act  of  fidelity  to  his  convictions.  The 
drift  of  public  opinion,  leading  in  the  following  year  to  the  pas- 
sage of  the  Trade  Boards  Act,  was  such  that  it  would  have  been 
easier  to  sum  up  in  favour  of  some  measure  for  the  legal  fixation 
of  wages ;  and  the  fact  that  he  did  not  do  so  is  an  indication  of 
the  integrity  and  resoluteness  with  which  he  discharged  his  duty 
as  an  investigator. 

During  1909  Aves  was  again  abroad,  being  engaged  with 
others,  in  the  United  States,  on  an  inquiry  into  working-class 
wages,  housing,  and  cost  of  living,  the  results  forming  one  of 
a  series  of  Reports  published  by  the  Board  of  Trade  to  provide 
material  by  which  the  condition  of  the  working  classes  in  this 
and  other  countries  could  be  roughly  compared. 

After  the  completion  of  this  work  Avas  became  an  "appointe<} 
member"  of  the  Tailoring  Trade  Board,  which  had  then  been 
set  up  with  others  under  the  Trade  Boards  Act.  In  1912  he  was 
appointed  Chairman  of  all  the  British  and  Irish  Trade  Boards  in 
succession  to  Mr.  W.  B.  Yates,  and  commenced  the  chapter  of 
important  constructive  work  which  lasted  till  his  death.  The 
diflSculties  of  the  task  upon  which  he  entered  were  not  made 
lighter  for  him  by  the  doubts  which  the  Australian  Report  reveals 
him  as  entertaining  vrith  regard  to  the  policy  for  which  the  Trade 
boards  sf^nd.    Powey^r,  having  taj^eji  up  the  work,  hi^  "  jqdici^l 
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mind  "  and  bis  readiness  to  see  and  be  g 
than  bis  compelling  sense  of  duty,  serv 
success  wbicb  tbe  Boards  have  acbieved 
largely  to  bis  cbairmansbip.  As  Ghairm 
sonal  qualifications.  Tbe  Boards  not  oi 
relied  upon  bim.  His  clear  perception  of 
insistence  tbat  every  consideration  sbould  1 
bis  intense  dislike  of  partisanship,  made  ! 
central  and  commanding  figure.  It  is  i 
times  tended  to  conform  closely  to  bis  ba 
balanced,  and  quivering  under  perhaps  to 
and  possibilities.  But  letters  received 
show  tbe  extent  to  which  bis  fairness 
pressed  themselves  upon  even  tbe  bumb 
sentatives  over  whom,  as  members  of  Bo; 

His  view  of  Trade  Boards  as  a  moral 
for  focussing  and  diffusing  what  was 
remained  strong  and  possibly  paramount 
him  to  strive  unwearyingly  for  agreeme 
and  workers*  representatives  when,  in  ma 
spared  himself  trouble  by  putting  tbe  mat 
His  success  in  these  methods  of  concilia 
and  tbe  result  was  undoubtedly  tbe  devek 
ing  of  a  friendly  relationship  between  tb 
has  consistently  been,  in  bis  view,  tbe  pre 

Tbe  work  of  enforcing  tbe  minimum 
policy,  linked  up  with  tbe  work  of  fixing 
man  of  tbe  Boards  was  given  tbe  dire< 
officers.  His  contact  with  and  experienci 
perhaps  more  than  anything  else  for  t 
arrived  in  tbe  efficacy  of  a  legally  enforcec 
case  of  trades  containing  a  proportion  of  hi 
tainly  it  provided  him  with  evidence  pc 
perhaps  unexpected  way  out  of  tbe  trac 
tbe  legal  fixation  of  wages  was  thought  to 
under  tbe  stimulus  of  a  minimum  rate,  i 
and  tbat  imperfectly  managed  business 
augmented  production  there  was  a  sc 
increased  wages  resulting  from  a  reasons 
drawn.  He  saw,  too,  tbat  tbe  living  cha 
palled  a  dynamic  and  not  a  static  view  oi 
a  trade  possesses  unexpected  powers  of  a< 
ticms.    These  considerations,  not  less  1 
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Boards  themselyes  in  softening  relationshipe  between  employers 
and  workers,  took  him  well  in  advance  of  the  conclusion  of  his 
Australian  Beport;  and  though  caution  and  watchfulness  never 
deserted  him,  there  is  but  little  doubt  that  he  would  have  been 
pr^red  eventually  to  modify  that  conclusion. 

For  the  last  eighteen  months  he  had  been  a  member  of  the 
Women's  Section  of  the  Special  Arbitration  Tribunal  set  up 
under  the  Munitions  Act.  He  himself  drew  satisfaction  from  an 
added  intensity  of  work  in  the  days  of  his  country's  stress,  but 
there  can  hardly  be  doubt  that- he  submitted  his  constitution  to 
an  unfair  strain. 

In  1907  he  published  a  small  book  on  Co-operative  Industry, 
which,  while  mainly  descriptive,  contains  characteristically 
balanced  comments  on  the  co-operative  movement.  To  the 
Economic  Journal  his  last  contribution  was  itself  an  obituary 
notice — of  his  close  and  eminent  friend,  Charles  Booth. 

Gt.  T.  B. 


Current  Topics. 


The  Annual  Meeting  of  the  Society  was  held  at  9  Adelphi 
Terrace,  W.C.,  on  Wednesday,  May  30th,  when  the  council  and 
officers  for  1917-18  were  elected  as  shown  on  the  back  cover 
of  the  Journal.     The  Secretary  presented  a  report  as  follows  : — 

New  Fellows  and  Library  Members  elected  in  1916  ...      64 

Fellows  and  Library  Members  lost  by  death,  resignation, 

or  default  in  1916 26 

Number  of  Fellows  and  Library  Members  on  December 

31st,  1916  (including  179  Life  Fellows) 790 

The  financial  surplus  on  the  year's  accounts  amounted  to  dG365 
in  1916  as  compared  with  £327  in  1915. 


The  Secretary  announced  that,  by  arrangement  with  the 
Council  of  the  Boyal  Statistical  Society,  Fellows  of  the  Boyal 
Economic  Society  would  be  entitled  henceforward,  commencing 
with  the  autumn  session,  to  attend  the  ordinary  meetings  of  the 
tonner  Society  for  the  reading  and  discussion  of  papers.  The 
meetings  will  be  held  at  9  Adelphi  Terrace,  Strand,  London, 
W.C.2,  except  as  announced  otherwise.  Members  of  the  Boyal 
Economic  Society  desiring  to  receive  the  Sessional  Card,  with 
particulars  of  meetings,  are  invited  to  send  a  request  to  this 
effect    to   the    Secretary,  Boyal    Economic    Society,  9  Adelphi 
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Terrace,  W.C.2.     Particulars  of  forthco 
announced  in  the  Press. 


The  following  have  been  elected  to  n 
Economic  Society  : — 

Amark,  K.  (life).  Mum 

Charity  Organisation  Society.  Salus 

Daruwalla,  N.  C.  Sivas 

Dutt,  L.  M.  Skeet 

Heshmat,  Hassan  (life).  Wilsc 

Iyengar,  M.  S.  Sesha.  Wing 


The  Eeport  of  the  Beichsbank  for  th 
shows  for  the  transactions  of  the  Bank  e 
magnitude  which  has  never  before  been 
single  institution.  The  note  circulation 
from  6,917  million  marks  (de345 ,850,000, 
December,  1915,  to  8,054  million  marks  a 
increased  demand  for  means  of  payment,  \ 
time,  is  due  in  part  to  the  fact  that  the  si 
occupied  by  German  troops  demanded  an  j 
marks  of  Beichsbank  notes.  In  addition 
able  surpluses  which  German  national  ec< 
of  the  universal  rise  in  prices.  Finally, 
which  is  still  much  practised,  plays  a  cons 
the  demand  for  more  means  of  payment, 
financial  position  is  alleged  by  the  Eeport 
the  depreciation  of  the  mark  as  shown  by 
the  inability  of  Germany  to  cover  her  ( 
The  result  of  the  first  five  war  loans  is  gi 
(j92,350,000,000),  of  which  only  2-35  per  c( 
up  to  the  end  of  1916,  by  the  loan  banks, 
features  the  Beport  notes  that  the  outpu 
creased  considerably  as  compared  with  tl 
in  this  connection  it  is  noted  that  the 
even  exceeded  that  in  peace  time.  The 
before,  was  the  Army  Administration.  1 
it  brought  into  industry  and  into  the  mon 
considerable  extent  to  swell  the  deposits  in 
etc.,  and  to  diminish  the  demapds  for  ba 
bifsiness  circles, 
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Some  interesting  comparisons  between  the  credit  systems  of 
Germany  and  Engl.and  were  drawn  by  Sir  Edward  Holden  at  the 
annual  meeting,  for  1917,  of  the  London  City  and  Midland  Bank. 
For  instance  :  "If  we  add  together  the  Notes  of  the  Beichsbank, 
the  Deposits  of  the  Beichsbank,  and  the  Notes  of  the  Darlehns- 
kassen,  we  get  a  total  liability  at  the  end  of  December,  1916,  of 
About  801  millions »  against  126  millions  of  gold,  giving  a  ratio 
of  15*7  per  cent.  In  like  maimer,  if  we  add  together  the  Notes 
in  circulation  of  the  Bank  of  England,  the  Deposits  of  the  Bank 
of  England,  and  the  Currency  Notes  of  the  Government,  we  get 
a  total  liability  of  368  millions  against  a  total  amount  of  gold 
of  over  81  millions,  giving  a  ratio  of  about  22  per  cent."  The 
image  of  a  wheel — recalling  Adam  Smith's  "great  wheel  of  circu- 
lation and  distribution  " — ^has  been  once  more  felicitously  em- 
I^oyed  to  illustrate  a  monetary  phenomenon;  namely,  the  fact 
that  while  the  deposits  of  the  banks  of  the  United  Kingdom 
before  the  war  did  not  amount  to  more  than  about  £1,100,000,000, 
the  Government  has  been  able  to  borrow  much  larger  sums,  for 
instance,  more  than  j62,500,000,000,  on  short-term  securities 
during  the  year  1916.  "The  Banks  place  in  the  wheel  the  pay- 
ments they  make  for  those  customers  who  have  subscribed  for 
the  Loans ;  the  wheel  carries  these  payments  to  the  credit  of  the 
Government  with  the  Bank  of  England,  and  the  subscribers 
receive  their  securities ;  the  Government  then  places  in  the  wheel 
cheques,  in  pa]anent  of  commodities  received  and  services  ren- 
dered, for  conveyance  to  their  creditors,  and  the  creditors  then 
ase  the  wheel  to  carry  these  cheques  to  the  credit  of  their  accounts 
with  their  Banks,  which  re-establishes  the  Banks'  Beserves  and 
prepares  them  for  another  instalment." 


Sm  Edward  Holden 's  address  seems  to  deserve  the  praise 
which  has  lately  been  given  to  the  speeches  of  Bank  chairmen  as 
being  "an  education  for  the  youth  of  the  nation  who  will  have 
to  deal  with  after-war  financial  problems."  We  quote  from  the 
speech  of  the  chairman  of  the  Merchants'  Trust,  Mr.  Eobert 
Benson,  at  the  recent  general  meeting  of  that  company.  Mr. 
Benson  added,  with  reference  to  the  youth  of  the  nation,  that 
they  "usually  leave  school  and  college  with  antiquated  and  un- 
practical, not  to  say  fallacious,  theories  of  money,  credit,  prices, 
and  banking."  Such,  he  adds,  is  the  Quantity  Theory  of  Money, 
which  is  described  as  a  "theory  to  be  learnt,  imlearnt,  and  for- 
gotten." To  argue  that  the  creation  of  credit  necessarily  causes 
''inflation  "  of  prices  "is  to  block  the  way  of  Government  finance. 
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and  i&  tantamoont  to  saying  that  the  nation  shall  not  get  all  the 
money  it  needs  to  win  the  war."  But  for  this  block  the  Mer- 
chants' Trust  w(Hild  have  combined  with  other  Trust  Companies 
to  subscribe  collectively  for  deiOO,000,000  of  the  Wwr  Loan, 
borrowing  from  the  banks  ^680,000,000,  After  the  war,  too, 
"easy  money  at  home — cheaper  than  our  conipetitors*  money  in 
oth^  countries— is  a  necessity." 


Still  without  endorsement,  we  quote  from  the  speech  of  an- 
other chairman,  Mr.  Falconer  Larkworthy,  at  the  meeting  of  the 
Ionian  Bank,  May  22nd.  He  reconunended  the  adoption  of  the 
Greek  "  Valaoritis  "  scheme  as  established  by  the  Dragoumis  Act, 
1910.  In  favour  of  this  system  he  maintained  that  Greece 
possesses  an  absolutely  fixed  exchange  and  tho  highest  gold 
reserve — 100  per  cent. — in  proportion  to  its  circulation  of  any 
country.  "A  system  which  provides  a  gold  fund  or  a  fund 
of  liquid  wealth  to  the  full  value  of  every  paper  obligation  on 
dems^d  issued  by  caiy  Goverxunent  using  it,  and  that  requures  its 
gold  fund  to  be  so  placed  as  to  balance  where  necessary  the 
foreign  trade  of  the  country,  caid  that  scrupulously  provides  for 
the  soundness  of  that  fund  and  that  the  note  issues  which  provide 
the  fimd  shall  never  exceed  the  country's  natural  requirements 
of  currency,  must  be  preferable  to  and  have  more  confidence 
reposed  in  it  than  the  discredited  and  haphazs^d  system  of  the 
so-called  'sound  finance'  of  the  1844  Act."  The  proposal  is 
severely  criticised  by  The  Economist,  May  26th. 


Thebb  cannot  be  many  who,  having  been  old  enough  at  the 
date  of  the  Bank  Charter  Act  to  have  an  intelligent  opinion  about 
that  measure,  are  still  able  to  exiHress  opinions  that  carry  weight 
about  the  b»ik  p<^y  of  the  present  day.  Indeed,  the  de^BS 
defined  by  these  two  attributes  probably  comiHises  only  a  single 
individual,  namely.  Sir  B.  H.  Inglis  Palgrave,  whom  we  tske 
this  opportunity  to  congratulate  on  the  recent  attainment  of  his 
ninetieth  birthday.  !EVom  an  article  which  he  wrote  last  year 
(mentioned  in  our  last  issue,  p.  149)  we  gathered  that  Sir  Inglis 
— ^though  he  had  been  working  the  English  system  of  banking 
for  half  a  century — yet  entertained  without  prejudice  the  proposal 
to  create  a  brand-new  system  of  Trade  Bwiks  founded  on  a  foreign 
modeL  A  further  expression  (d  authoritative  oi»nion  is  contained 
in  the  foUcwittg  letter  whfeh  aj^eared  in  the  Morning  Post  of 
May  26th,  1917  :— 
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"Sir, — ^I  have  been  sorry  to  glean  from  the  newspapers  that 
there  seems  to  have  been  a  certain  amount  of  '  muddling '  with 
regard  to  the  arrangement  of  the  details  of  the  new  Trade  Bank. 
For  my  own  pjwrt,  I  never  have  thought  Government  support 
really  needed  or  even  desirable  for  the  establishment  of  such  an 
institution  y  believing  that  a  joint  stock  company  of  the  usual  sort 
was  all  that  was  necessary. 

"The  establishment  of  a  trade  bank  or  corporation  of  some 
description  is  much  wanted,  but  is  it  too  late  to  suggest  that,  if 
on  the  right  foundations  and  well  managed,  a  Charter  is  really 
not  necessary  to  ensure  the  success  of  the  concern? — Yours,  etc., 

"May  23rd.  E.  H.  Inglis  Palgrave." 


An  estimate,  published  by  The  Economist,  May  19th,  1917, 
shows  a  gross  increase  in  the  bank  deposits  and  note  circulation 
of  the  United  Kingdom  amounting  to  £697,000,000  since  Decem- 
ber 3l8t,  1913.  Against  this  tendency  to  inflation  are  to  be  set 
several  circumstances  difficult  to  measure  accurately ;  for  instance, 
the  use  of  notes  in  the  way  of  reserve,  and  the  withdrawal  of  gold 
from  circulation.  The  Economist  expresses  the  opinion  that  "if 
the  war  were  soundly  financed,  and  all  the  money  needed  for  it 
were  taken  from  the  citizen  in  taxes  and  loans  produced  by  saving, 
instead  of  part  of  it  being  manufactured  by  note-printers  and  book- 
keepers, there  need  be  no  addition  to  the  total  currency." 


That  a  War  Loan  is  not  necessarily  attended  by  a  rise  of 
prices  is  implied  in  some  of  the  statements  made  in  one  of  the 
Columbia  War  Papers,  which  are  in  course  of  publication,  namely. 
How  to  Finance  the  War,  by  Professors  E.  K.  A.  SeUgman  and 
B.  M.  Haig.  In  the  circumstances  of  the  United  States,  they 
think,  "a  very  large  loan  could  be  floated  without  an  inordinate 
resort  to  banking  credit."  There  need  be  "no  such  resort  to 
credit  and  no  such  inflation  of  prices."  Professor  Seligman  and 
his  colleague  are  no  adherents  of  what  they  call  the  "taxation 
only"  policy.  "To  raise  the  carrying  charges  alone  on  the 
hoge  sums  which  will  be  used  will  mean  taxation  of  staggering 
weight."  "The  interests  of  the  poorer  classes  may  be  very 
adversely  affeeted  if  the  taxation  policy  is  made  so  severe  as 
seriously  to  cripple  industry  in  general."  It  is  anticipated  that 
the  war  expenses  of  the  United  States  will  "approximate  ten 
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milliards  a  year"  (j92 ,000,000 ,000),  and  it  is  proposed  to  "raise 
by  new  taxation  for  the  first  year  of  the  war  at  least  one  and  one:: 
half  milliards  of  dollars  (half  a  milliard  for  interest,  one  milliard 
amortisation),  and  during  the  second  year  three  milliards  (one 
milliard  interest  and  two  milliards  for  amortisation)." 


The  Conference  on  Industrial  Beorganisation,  held  under  the 
auspices  of  Buskin  College  at  Oxford  last  July — ^the  Conference 
noticed  by  Mr.  L.  L.  Price  in  the  Economic  Journal  of  Decem- 
ber, 1916--has  been  succeeded  by  another  Conference  at  Bradford 
on  "  Some  Problems  of  Urban  and  Bural  Industry."  Mr.  G.  D.  H. 
Cole  initiated  the  proceedings  by  a  Paper  on  "  Scientific  Manage- 
ment," which  in  his  view  "presents  many  dangers  to  industrial 
democracy,  tends  to  make  more  impassable  the  gulf  between 
Labour  and  Management,  is  suited  only  to  inanimate  objects/' 
and  is  open  to  other  objections.  A  temperate  reply  was  made 
by  Mr.  C.  G.  Benold  (of  Hans  Benold,  Ltd.,  Manchester),  dis- 
claiming on  behalf  of  scientific  management  the  pretension  to  settle 
what  proportion  of  the  products  of  industry  should  go  to  the  different 
factors.  It  is  not  an  easy  task  to  satisfy  one  who  can  say  with 
Mr.  Cole,  "I  do  not  think  the  r.elations  of  Labour  and  Capital 
will  be  improved  after'the  war,  and  I  hope  they  will  not,  because 
I  believe  in  the  class-struggle  and  regard  their  interests  as 
irreconcilable.  Any  system  which  supposes  co-operation  between 
Capital  and  Labour  will  break  down."  Mr.  C.  S.  Orwin  and 
Mr.  A.  W.  Ashby,  of  the  Institute  for  Besearch  in  Agricultural 
Economics,  Oxford,  discoursed  less  paradoxically  on  agriculture 
and  the  agricultural  labourer. 


A  REMARKABLE  Paper  on  "  Women  in  Industry  "  was  read  by 
Dr.  Marion  Phillips  (D.Sc.Econ.),  General  Secretary  of  the 
Women's  Labour  League,  who  deduced  various  consequences 
from  the  two  facts  that  many  millions  of  men  have  been  absent 
from  their  homes  serving  in  the  Army  or  the  Navy  or  as  munition- 
workers,  and  that  for  the  first  time  the  demand  for  women's  work 
has  exceeded  the  supply.  With  regard  to  the  problem  of  married 
wuuieu  b  vvuik,  la.  Phillips  ubserved  :  "i  believe  that  compuisory 
exclusion  has  nothing  to  recommend  it ;  but  I  believe  that  economic 
pressure  on  the  mother  to  earn  has  nothing  to  recommend  it 
either !  The  true  solution  of  this  problem  has  to  be  found  in  a 
revolutionary  measure,  the  endowment  of  motherhood  or  child- 
hood, whichever  way  you  like  to  put  it.    There  will  be  a  beginning 
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of  this  in  the  pitiful  number  of  war  orphans.  They  will  be  the 
little  pensioners  of  the  State.  I  think  that  this  sad  necessity  of 
war  shows  us  the  right  way.  It  would,  if  rightly  extended,  give 
a  new  life  to  children — a  life  in  which  their  mothers  would  play 
a  far  larger  share  than  of  old.  It  would,  this  endowment  of 
motherhood,  give  the  mother  back. from  the  factory  to  the  home, 
and  free  her  for  her  desired  tasks  of  home-making ;  but  it  would 
give  her  a  new  position,  since  she  would  be  there  by  free  choice 
and  not  be  the  slave  of  a  compelling  restraint." 


On  the  subject  of  women's  work,  attention  should  be  called 
to  the  Eeport  of  the  Standing  Joint  Committee  of  Industrial 
Women's  Organisations,  approved  and  published  by  the  Joint 
Committee  on  Labour  after  the  War  (Co-operative  Printing 
Society,  price  2d.).  The  effects  of  the  war  on  women  in  industry 
—the  rise  of  wages ,^  the  dangers  of  overwork — are  first  set  forth. 
Then,  in  view  of  the  conditions  which  will  probably  prevail  after 
the  conclusion  of  peace,  a  reconstruction  policy  is  outlined;  to 
"bring  women  to  an  economic  equality  with  men "  being  the 
main  purpose.  A  large  measure  of  amending  factory  legisla- 
tion is  demanded.  Trade  Unions  are  urged  to  open  their 
ranks  to  the  women  working  in  each  trade,  and  to  establish 
special  machinery  within  every  Trade  Union  for  dealing  with 
the  organisation  of  women  and  their  special  needs.  The  import- 
ance of  appointing  women  officials  and  organisers  is  pointed  out. 
The  national  care  of  maternity  and  infancy  is  demanded.  Also 
the  political  enfranchisement  of  women  on  the  basis  of  adult 
suffrage  is  urgently  claimed.  "It  is  not  to  be  tolerated  that 
Parliament  should  deal  with  such  questions  as  conscription,  pro- 
tection, the  care  of  maternity,  improved  marriage  laws,  temper- 
ance, etc.,  without  the  special  contribution  which  women's  ex- 
perience can  make  and  the  guarantee  that  their  interests  will 
be  considered." 


An  investigation  into  the  economic  condition  of  workers  in 
Dublin  has  been  made  by  Mr.  Lionel  Smith-Gordon,  the 
Librarian,  and  Mr.  Cruise  O'Brien,  the  Assistant  Librarian  of 
the  Co-operative  Keference  Library,  Plunkett  House.  Their 
repcHTt  is  published  under  the  auspices  of  that  institution.  They 
find  that,  while  nominal  wages  have  risen  slightly,  real  wages 
have  fallen  considerably.  In  the  skilled  trades  the  average  wage 
in  the  pre-war  period  was  39«.  6d.  per  week ;  the  average  now  is 
No.  106.— VOL.  xxvn.  x 
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£2  Is,  6d.  In  the  organised  "unskilled  "  occupations  the  average 
before  the  war  was  225.  6d.  per  week.  It  has  now  increased  to 
275.  6d.  .  .  ."Taking  the  rise  in  the  cost  of  living  at  the  con- 
servative figure  of  70  per  cent,  over  the  cost  at  the  beginning  of 
the  war,  we  can  form  a  fair  judgment  as  to  the  plight  of  the 

workers Take  the  budget  of  a  workman  with  a  wage  of 

£2.  We  have-  been  given  particulars  of  a  concrete  instance 
where  the  workman  found  that  in  pre-war  times  his  weekly  food 
bill  for  himself  and  his  family  amounted  to  Sis.  6d.,  leaving  hiia 
a  balance  of  85.  6d.  for  all  other  expenses.  In  the  particular 
instance  we  quote  the  worker's  wage  has  not  risen,  but  the  food 
which  his  family  requires  costs  between  535.  6d.  and  575.  6d., 
meaning  a  weekly  deficit  of  between  135.  and  175.  if  the  food  were 
bought.  The  deficit,  alas !  is  not  in  money  but  in  food.  These 
people  are,  in  plain  words,  himgry."  Then  there  are  some  two 
or  three  thousand  unemployed  who  are  said  to  be  "debarred  by 
motives  which  may  or  may  not  be  valid  from  going  into  the 
Army."  The  writers  apprehend  serious  danger  from  the  discon- 
tent of  a  half-starving  population.  To  avert  this  danger  they 
make  three  suggestions  :  First,  that  where  wages  are  scandalously 
low  they  should  be  increased ;  second,  that  work  should  be  found 
in  the  country  for  the  unemployed ;  third,  that  machinery  should 
be  provided  to  make  it  possible  for  the  underpaid  workers  to 
obtain  cheaper  food.  Suitable  machinery  for  distribution  is  sug- 
gested by  the  experience  of  the  Dublin  Food  Supply  Society, 
which  was  started  in  the  winter  of  last  year  to  lessen  the  price  of 
food  to  workers  who  were  on  or  near  the  Bowley  poverty  line. 
The  method  adopted  by  this  Society  was  :  First,  to  obtain  capital 
bearing  no  interest  from  well-inclined  members  of  the  comfortable 
classes ;  secondly,  to  open  a  depot  where  the  prime  necessaries  of 
life,  such  as  milk,  bread,  margarine,  potatoes,  turnips,  cocoa,  and 
the  like,  might  be  sold  to  the  workers ;  thirdly,  to  arrange  matters 
so  that  the  overhead  expenses  of  distribution  might  be  a  bare 
minimum  and  to  this  end  to  employ  as  much  voluntary  work  as 
possible ;  fourthly,  in  order  that  no  stigma  of  charity  might  attach 
to  the  work,  to  add  to  the  cost  price  of  the  commodities  sold  a 
sufficient  margin  to  cover  the  small  expenses  of  distribution. 
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Journal  of  the  Royal  Statistical  Society. 

/anuaby,   1917.     Registration  in  its   Bearing  on   Vital  Statistics, 
Presidential  addbress  of  Sib  Bebnard  Mallet,  K.C.B.       The 
Registrar-General  suggests  some  improvements  in  our  present 
system  of  registration.     The  Reorganisation  of  Official  Statistics 
and  a  Central  Statistical  Office.    Geoffbey  Dbage.    There  is 
proposed  a  new  department  of  Civil  Intelligence  for  the  United 
Kingdom,   which  might  be  expanded  so  as  to  deal  with  the 
statistics  of  the  Empire.     The  recommendation  was  endorsed 
by  Dr.  Bowley  and  Dr.  Stamp.     On  the  Matheti\atical  Repre- 
sentation of  Statistical  Data.     Section  III.     Prof.  F.  Y.  Edge- 
WOBTH.     A  comparison  between  the  two  methods  proposed  by 
the  writer  for  the  representation  of  "frequency"  statistics  by 
means  of  analytic  geometry.     Ascertainment  of  Mean  Popula- 
tion from   Census  Returns.     A.   J.   Tbavebsi.     A  criticism  of 
Waters'  formula  for  the  mean  population  at  a  time  between 
two  censuses;  and  a  proposed  new  method. 
Mabch.     The  Economic  Resources  of  Russia,  with  Special  Reference 
to  British  Opportunities.     Babon  A.  Heyking,  Consul-General 
for  Russia.     Till  the  war,  British  trade  with  Russia  had  been 
declining  to  the  advantage  of  Germany.     Russia  is  willing  to 
give  preference  to  British  goods.     Here  is  a  great  opportimity. 
The  Relation  of  Infantile  Mortality  to  Mortality  in  Subsequent 
Life.    J.  Bbownleb,  M.D.,  D.Sc.    Doubt  is  thrown  on  methods 
proposed  by  Karl  Pearson  and  other  authorities  for  measuring 
the   selective  Influence   of  ihe   death-rates.       The   Correlation 
between    Death-rates    in    Successive    Years    of   Life.    H.    L. 
Tbachtenbebg.       An     elaborate     mathematical     investigation 
reveals  causes  more  operative  than  natural  selection.     On  the 
Mathematical  Representation  of  Statistical  Data.     Section  IV. 
F.   Y.   Edgewobth.     The  illustrations  and  developments  pre- 
sented in  preceding  sections  are  here  extended  to  frequency- 
surfaces. 

The  Quarterly  Review. 

Apeil,  1917.  Agricultural  Co-operation  in  Germany.  L.  Smith- 
GtDBDON.  Resistance  to  the  British  blockade  is  explained  not 
only  by .  the  progress  in  agricultiu-al  science,  which  T.  H. 
Middleton's  Report  [Cd.  8305,  1916]  exhibits,  but  also  by 
oi^anisation :  the  Chambers  of  Agriculture,  described  by  J.  R. 
Cahill  [Cd.  6626,  1913] ,  and  co-operative  societies.  The  latter 
have  been  of  great  use  in  the  distribution  of  feeding-stuffs  for 

X  ? 


Digitized  by  VjOOQIC 


306  THE    ECONO^nC    JOURNAL  [JTJKB 

cattle  and  of  human  food,  the  management  of  the  potato  supply, 
and  the  promotion  of  the  Loans.  The  co-operative  movement  is 
recognised  and  used  by  the  German  Government.  Should  not 
the  British  Government  do  likewise?  Indian  Cotton  Duties. 
Lord  Sydenham  of  Combe.  Oerman  Steel  and  Iron,  Prof. 
W.  J.  Ashley.  This  industry  has  flourished  since  1879  under 
Protection.  To  the  Free  Trade  argument  that  capital  must 
have  been  withdrawn  from  some  other  industry,  it  is  replied  that 
the  proportion  of  capital  to  be  invested  at  home  is  not  fixed, 
that  inamediate  loss  may  be  counterbalanced  by  future  gain, 
that  the  laissez-faire  argument  ignores  non-economic  considera- 
tions— the  difference  between  a  pound's  worth  of  steel  and  a 
pound's  wortii  of  economic  toys — which  can  only  be  ignored  on 
the  assumption  of  perpetual  peace.  Tariffs  have  favoured, 
though  they  have  not  been  the  main  cause  of,  cartels.  The 
dumping  adopted  by  the  cartels,  involving  higher  prices  at  home 
than  abroad,  would  put  the  users  of  steel  in  Germany  at  a 
disadvantage  but  for  the  boimties  to  home  manufacturers  on 
the  quantity  of  material  used  in  their  exports.  Dumping  "has 
become  the  permanent  policy  of  the  German  steel-producers." 
Shelter  was  afforded  to  English  combinatioTis  by  international 
agreements  before  the  war.  But  such  agreements  with  Germany 
are  not  likely  to  be  feasible  for  some  years  after  the  war. 

Edinburgh  Reiiew, 

April,  1917.  Agricultural  Production.  A.  W.  Ashby.  The  decline 
in  British  agriculture  is  not  so  great  as  represented  by  some 
authorities.  We  produce  more  per  head  of  population,  though 
less  per  acre,  than  Germany.  The  comparative  number  of 
stock  per  head  of  population  proves  little.  The  maximum  pro- 
duction of  food  is  obtained  by  the  exclusive  cultivation  of 
vegetables.  The  United  Kingdom  could  become  self-supporting 
at  a  great  cost ;  which  might  be  reduced  by  better  technical  and 
business  methods.  Without  these,  subsidies  and  small  holdings 
will  avail  little.  President  Wilson's  Peace  Programme,  Prof. 
Alison  Phillips.  With  reference  to  the  demand  for  "freedom 
of  the  seas,"  there  is  shown  a  connection  between  our  Free 
Trade  system  and  the  acq.uiescence  of  other  nations  in  our 
command  of  the  sea. 

The  Nineteenth  Century. 

April,  1917.  Food  and  Labour,  (1)  Food  Prices  and  Food  Supply, 
Dr.  A.  Shad  well.  The  general  and  continuous  movement  of 
prices  upwards  is  not  due  to  "profiteering**  or  combinations. 
"One  might  as  well  ascribe  floods  in  the  Thames  valley  to 
leaking  house-taps."  The  price  of  bread  might  be  lowered  by 
abolishing  the  system  of  house-to-house  delivery — ^sixty-eight 
different  bakers  in  one  street,  as  shown  by  a  census. 
(2)  Suggestions  for  Doubling  the  Home  Production,  By  the 
Right  Hon.  Lord  Blyth.  Tlie  farmer  should  be  inskucted  by 
experts  as  to  the  requirements  of  his  land,  should  be  provided 
with  best  seed  and  fertilisers  at  pre-war  prices,  assured  a 
reasonable  price  for  his  produce,  and  encouraged  by  State  prizes 
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for  the  largest  quantity  or  best  quality  of  produce.  (3)  How 
to  Find  2,000,000  War  Workers.  J.  Ellis  Barker.  The 
example  of  America  shows  that,  by  improved  organisation  and 
outfit,  production  might  be  more  than  doubled.  The  National 
Service  Department  has  hitherto  been  disappointing.  The 
writer  applied  for  work  as  an  agricultural  labourer  the  day  that 
the  scheme  was  started,  and  frequently  afterwards,  in  vain. 

Fortnightly  Review. 

April,  1917.  An  Agricultural  Revolution.  J.  B.  Firth.  "A 
gigantic  mistake  was  made  in  this  coimtry  when  the  Com  Laws 
were  swept  bodily  away  by  Sir  Robert  Peel."  When  the  sub- 
marine came  into  existence  the  menace  to  our  foreign  wheat 
supplies  should  have  been  foreseen. 

May.  War  Budgets.  J.  E.  Allen.  A  review  and  criticism  of  the 
four  British  War  Budgets  leads  to  the  conclusion  that  sub- 
stantial addition  to  the  national  revenue  is  only  to  be  hoped 
from  the  income-tax.  Everyone  with  more  than  £60  or  £70  a 
year  should  pay  income-tax  on  the  excess  above  that  minimum. 

Journal  of  the  Institute  of  Bankers. 

May,  1917.  In  this  number  Mr.  Ernest  Sykes  traverses  Mr.  Robert 
Benson's  remarks  (referred  to  above,  p.  299)  on  "The  Quantity 
Theory  of  Money.*' 

There  is  also  a  good  summary  of  a  paper  on  "Inflation,"  lately 
read  by  Prof.  Fox  well  before  the  Institute  of  Actuaries, 
March  26th  (reported  iu  full  in  The  Insurance  Record  for 
March  30th,  April  6th  and  13th).  Prof.  Foxwell  finds  that  there 
has  been  a  serious  expansion  of  bank  deposits — **  something  like 
33  per  cent."  But  that  will  not  account  for  the  100  per  cent, 
rise  in  prices.  In  order  that  Government  should  raise  the 
money  it  requires  with  a  minimum  of  inflation,  he  recommends 
reverting  to  the  system  of  continuous  borrowing. 

Indian  Journal  of  Economics. 

December,  1916.  The  Economics  of  a  Deccan  Village.  Dr.  Harold 
Mann.  This  "intensive  "  investigation  shows  the  diminution 
of  the  average  size  of  holdings  from  forty-four  acres  in  1771  to 
seven  in  1914.  The  most  frequent  size  [the  "mode  "]  is  now 
between  one  and  five  acres.  But,  in  consequence  of  sub-letting, 
the  area  cultivated  is  larger  than  the  area  owned  on  an  average. 
Improved  methods  of  cultivation  are  discoiu-aged,  and  much 
labour  is  wasted  by  the  spUtting  up  of  the  land  into  small  plots 
(more  than  25  per  cent,  of  which  are  under  i  acre),  the  plots 
forming  the  same  holding  often  lying  far  apart.  Nearly  a  third 
of  the  male  population  finds  work  outside  the  village,  mostly 
at  a  factory  five  miles  distant  from  the  village.  There  is  much 
debt,  Be.llS  per  family,  at  an  average  rate  of  interest  of  about 
20  per  cent. 

Railway  Policy  in  India.  D.  A.  Barker.  Agricultural  Banks 
in  India.    A.  C.  Chattbrjeb.       A  rejoinder  to  Mr.   Wacha's 
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article  (in  the  first  number  of  the  Joui 
the  system  of  co-operative  credit  and 
ment  of  large  provincial  joint-stock  bai 
on  the  Threshing  Floor.    J.  Guleri. 
described  in  detsol  as  practised  in  a  pa 
the  numerous  items  which  make  up 
grain  and  the  fine  considerations  whicl 
which  he  may  subsequently  sell  the  gra 
Tenure  System  of  the   United  Provinc 

NAGAB. 

The  Bengal  Economic  Jouma 

January,  1917.  This  is  the  third  number  o: 
inaugurated  last  year  as  the  organ  o 
Society,  edited  by  Profs.  0.  J.  Hami 
published  by  Macmillan  and  Co.  An 
new  publication  is  the  study  of  concret 
India.  For  instance,  in  the  second  r 
Survey  of  my  Native  Village,'*  by  P.  ( 
a  declining  population  of  less  than  1,00C 
tion  is  agriciilture.  The  methods  of  c\ 
tive.  But  the  people  are  ready  to  intr 
superiority  is  estabUshed  by  object  less 
might  be  carried  out  "by  well-meaniu 
tion  with  the  Government."  In  the 
two  descriptive  studies;  one  on  the  Ec 
Agricultural  Population  in  the  Decca 
lated  district  in  Bengal.  The  Economi 
Weavers  of  the  Bankura  District  are 
detail.  Noticeable  also  is  the  article 
by  Prof.  Coyajee,  comparing  the  Arth 
the  doctrine  of  Jasti  and  other  Camera 
of  Occupancy  Holdings  in  Bengal — fr 
the  fourth  century  B.C.,  down  to  Ac 
of  an  article  by  Krishnakali  Mukerji. 

The  Quarterly  Journal  of  Economics 

February,  1917.  Climatic  Change  and  j 
Elements  in  the  Fall  of  Rome.  E.  I 
tion  of  Railroad's  Operating  Expensi 
senger  Services.  W.  J.  Cunninge 
Suggestion  for  Representative  Ooveri 
Valentine  and  0.  Tead.  The  Oermc 
TosDAL.  A  history  of  this  powerful 
in  1904.  A  growing  proportion  of  t 
centrated  in  a  few  large,  not  very 
Utility  and  Consumers*  Surplus  un 
the  Distribution  of  Income.     PhUjIP 

The  American  Economic  Ret) 

March.  1917.    Theoretical  Issues  in  the 
PORT.     A  Rule  for  Testing  Tax  Valu 
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A.  Smith.    Six  Years  of  Postal  Savings  in  the  United  States. 

B.  W.  Kbmmerek.     The  History  of  the  Trade  Dollar.    Porter 
Garnbtt. 

Supplement,    Papers,  and    Proceedings  of  the  twenty-ninth 
annual  meeting  of  the  American  Economic  Association. 


Annals  of  American  Academy  of  Political  and  Social  Science 
(Philadelphia). 

January,  1917.  The  present  Labour  situation  is  the  subject  of  this 
number.  Collective  Bargaining,  Labour's  Share  of  the  Social 
Product,  A  Leqal  Minimum  Wage  for  Women,  are  among  the 
topics  discussed. 

March.    This  number  is  devoted  to  Modern  Insurance  Problems. 


UEgypie'  Contemporaine  (Cairo). 

I     January,  1917.     Le  mauvais  fonctionnement  de  la  concurrence  dans 
\  Viconomie  nationale  igyptienne.     I.  G.  L6vi.     Competition  is 

inadequately  provided  for  as  regards  appointments  to  the  Civil 
Service.  It  is  hampered  in  the  professional  classes  by  defective 
training  and  by  the  spirit  of  national  clique.  The  ignorance  of 
the  peasant,  the  imperfect  organisation  of  markets,  the  loop- 
holes left  open  for  fraud,  adiilteration,  concealed  bankruptcy, 
and  the  like  must  be  reformed  before  healthy  competition  is 
possible. 

Les  arosses  fortunes  d,  la  Mecque  au  siecle  de  VHSgire. 
R.  P.  Henri  Lammens.  Les  idees  sociologiques  d*un  philo- 
sophe  arabe  au  XIV'  siicle.  R.  Maunier.  Describes  the  views 
of  the  historian  Ibn  Rhaldoun  'upon  the  nature  and  evolution 
of  society  in  general.  A  translation  by  Slane  appeared  as 
ProUgomines  historiques,  B  vols.  4to,  Paris,  Imprimerie 
nationale,  1862-1886. 
February.  La  procedure  d' execution  immobiliire  en  Egypte. 
Ettorb  Pezzi  Bey.  Purchase  of  real  estate  at  an  auction  is  a 
very  risky  operation  owing  to  the  existence  of  undisclosed  claims 
even  when  the  sale  is  by  order  of  a  court.  Various  reforms  of 
law  and  procedure  are  suggested,  both  in  the  address  and  in  a 
disousdoiL 
March.  La  guerre  et  les  contrats  privds.  L.  Castro.  La  Belgique 
en  ^xU,  FiRMiN  van  den  Bosch.  An  interesting  account  of  the 
activities,  civil  and  military,  of  Belgium  since  her  invasion,  and 
of  her  aspirations  for  the  future. 

Journal  des  Eccjiomistes  (Paris). 

FEBRUARY,  1917.  L* Aliment  alcool  et  le  Peril  antialcoolique .  Yves 
Guyot.  a  vigorous  protest  against  the  anti-alcoholic  move- 
ment. Le  Synchronisme  Hebdomadaire.  P.  Delaportb.  A 
proposed  division  of  the  year  based  on  the  week  as  wait,  in 

I  place  of  the  Julio-Gregorian  calendar.     Sur  les  monopoles  et 

m  industries  d'dtat.    G.  Schellb. 
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March.  Sir  E,  Holden  et  la  situation  generale  financiire, 
A.  Baffalovich.  Beferring  to  the  speech  which  has  been 
noticed  above,  p.  299.  Uindustrie  miniere  en  France. 
A.   Pawlowski. 

April.  La  doctririe  de  VUiile,  Yves  Guyot.  L'ceuvre  de  Paul 
Leroy-Beaulieu.  G.  Schellb.  Uinduatrie  Britannique  apris 
la  guerre.  Sir  Hugh  Bell.  The  main  part  of  a  communics- 
tion  made  to  the  Scottish  Economic  Society. 

May.  Lea  finances  publiquea  en  Orande-Bretagne.  W.  M.  J. 
Williams.  A  summary  of  recent  financial  measures,  with  a 
protest  against  prospective  protection.  Un  inventaire  dea  res- 
sources  des  colonies  hritanniques.  A.  Baffalovich.  A  sunmiary 
of  the  report  of  the  Dominions  Boyal  Commission. 

Scientia:  (Milan). 

I.-III.  1917.  The  Economic  Prospects  of  the  United  States  after 
the  War.  E.  B.  A.  Seligman.  Among  the  prospects  are  an 
increased  tendency  to  immigration  into  America,  increased  m- 
vestment  of  American  capital  abroad,  the  creation  of  a  large 
merchant  marine.  New  York  rivalling  London  as  the  financial 
centre  of  the  world,  a  transition  from  the  exportation  to  the 
importation  of  food,  possible  capture  of  foreign  markets,  espe- 
cially in  South  America  and  Cluna. 

Archiv  fiir  Sozialwissenschaft  und  Sozialpolitik   (Tiibingen). 

November,  1916.  (Kriegheft  V.)  Zur  Theorie  der  Kriegswirtschaft, 
Prof.  F.  Eulenberg.  Abstracting  the  veil  which  money  inter- 
poses, the  learned  writer  exhibits  the  main  features  of  war 
economy:  reduction  in  the  consumption  and  production  of 
luxuries,  rise  of  prices,  and  check  to  capitalisation.  Among 
minor  traits  discerned  are  the  advantage  obtained  by  the  pro- 
duction on  a  large  scale  of  the  goods  required  in  war,  tii6 
tendency  of  a  more  rapid  turnover  to  increase  profits,  the  prob- 
ability that  habits  of  abstemiousness  in  consumption  and 
economies  in  production  acquired  during  the  war  wiU  enure  in 
peace,  the  monopolistic  character  imparted  to  industry  by  the 
isolation  of  markets,  the  tendency  of  the  economio  system  to 
come  to  a  stop  through  the  inability  of  capitalisation  to  keep 
pace  with  the  rapid  destruction  of  articles  produced  for  purposes 
of  war.  Wirtschaft  und  Verwaltung  nach  dem  Kriege.  Prof. 
J.  Jastrow.  This  continuation  of  the  article  noticed  in  our 
last  issue  begins  with  finance.  The  relief  to  be  hoped  from  ai^ 
indemnity,  being  uncertain,  is  left  out  of  account.  Rx>f.  Jastrow 
does  not  advise  a  return  to  cash  payments  immediately  after 
peace :  not  while  the  mark  remains  deprecii^ted.  Enumerating 
the  heads  of  future  national  expenditure — among  which  are  the 
refitting  of  the  Army  and  the  Navy  (including  the  construction 
of  new  ships  and  aircraft),  the  service  of  the  national  debt 
(estimated  at  2*4  milliards  of  marks) — ^he  anticipates  an  increase 
of  four  or  five  milliards  of  marks  (200-225  million  sterling)  to 
the  revenue  required  by  Germany  (Empire  and  States),  wmch 
before  the  war  was  just  over  ten  milliards.  Evidently  all  kinds 
of  taxation  will  be  required;  but  criticism  of  particular  tex68 
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must  be  deferred  tiU  the  complete  system  is  before  us.  Questions 
relating  to  internal  administration  are  then  discussed  with  a, 
view  to  "  utilising  the  experiences  of  this  war  to  obtain  principles 
available  for  organisation  in  future  periods  of  war."  Das 
Krieg  und  das  BevolkerungspTohlem.  Dr.  Siegfried  Budge. 
Among  the  data  of  the  problem  are  the  enormous  loss  of  men 
in  the  prime  of  life,  with  the  result  that  at  least  half  a  million 
young  women  must  forgo  the  fulfilment  of  their  highest  calling, 
that  of  wife  and  mother,  and  the  British  blockade  resulting 
not  indeed  in  starvation — such  has  been  the  perfection  of 
German  organisation — but  in  privations  which  may  have  a 
serious  effect  on  health.  But  some  compensation  may  be  hoped 
from  an  increased  size  of  families  consequent  on  the  change  of 
mentaUty,  the  religious  feeling  and  idealism,  evoked  by  the 
war.  The  author  does  not  see  in  the  projects  referred  to  as 
"Mittel-Europa  **  or  "Nordsee-Bagdad "  adequate  compensa- 
tion for  the  restrictions  on  foreign  trade  which  are  threatened. 
He  does  not  expect  much  from  the  proposals  to  lighten  the 
burden  of  taxpayers  or  to  raise  the  income  of  State  officials  in 
proportion  to  the  number  of  children  a  person  has.  Polygamy 
would  be  less  effective  and  more  objectionable  "from  an  ethical 
standpoint"  than  the  raising  of  the  legal  and  social  position 
of  unmarried  mothers  and  illegitimate  children.  But  the  true 
policy — the  golden  rule — with  respect  to  the  population  question 
is  to  create  capital  (Wahre  Bevolkerungspolitik  muss  in  erster 
Lime  Kapitalhildungspolitik  sein).  There  follow  five  articles, 
averaging  above  forty  pages,  on  The  Supply  of  Electricity,  The 
Foreign  Exchanges  during  the  War,  Money  and  Credit  in 
Austria-Hungary,  The  Regulations  as  to  Bread  in  Austria,  The 
War  Finarice  of  England  in  1916. 

Zeitschrift  fur  die  Gesamte  Staatswissenschaft  (Tiibingen). 

January,  1917.  Die  Anonymitdt  in  der  Presse.  K.  BOcher. 
Kapital  und  Kapitalismus,  R.  Liefmann.  Der  Kapitalismus 
in  der  Florentiner  WoUenindustrie,     Gertrud  Hermes. 

Jahrhiicher  fUr  Nationaldkonomie  und  Statistik   (Jena). 

January,  1917.     Das  Oesetz  des  Ausgleichs  der  Qrenzertrdge.     R. 

Liefmann.     An     ambitious     study     on     margins,     containing 

criticisms  of  Marshall  and  some  other  contemporary  economists. 
February.     Der  Krieg  und  die   Arbeit  der  Wirtschaftwissenshaft. 

A.  Hesse.     Kr editor ganisationsche.    Probleme  der  Uebergangs- 

wirischaft,    L.  Waldecker. 
March,  1917.     Zweite  Hypotheken  nach  dem  Kriege.    W.  Leiske. 

Giornale  degli  Economisti  (Eome). 

February,  1917.  L'industrie  italiana  deU  armamento  navale. 
F.  Nobiij-Massuero.  8uW  evasione  nelle  transmissioni  gratuite 
mobiliari.  A.  Conleuto.  Continued  researches  on  the  geo* 
graphical  distribution  of  wealth  in  Italy. 
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March.  La  diveraa  preasione  trihutaria  del  preatiio  e  dell  importa. 
B.  Griziotti.  There  are  contrasted  two  views  as  to  the  efficacy 
of  a  public  loajCL  to  transfer  burdens  ixom  the  present  to  a  future 
generation — the  views  of  the  classical  economists,  including 
Leroy-Beaulieu,  and  that  which  is  now  received  as  scientific  held 
by  Pantaleoni  {Scritti  vari  di  Economia,  1910),  and  by  De  Viti 
de  Marco  {Saggi  di  Economia  e  Finanza,  1898).  The 
writer  inclines  to  the  earlier  view,  insisting  that  there  is  no 
continuity  between  the  interests  of  successive  generations. 
Liberia  di  Commercio  interno  e  di  lavoro  negli  economiati,  Pie- 
montesi  nel  Secolo  XVIII.  Bomolo  Kota.  A  recondite  chapter 
on  economic  history. 

La  Riforma  Sociale  (Turin). 

January-February,  1917.  Migrazioni  e  movimento  di  popolazione 
durante  la  guerra.  K.  Michels.  The  efEects  of  the  war  upon 
the  displacement  and  the  increase  of  populations  are  traced  in 
interesting  detail.  Iredentori  delle  terre  mutte,  G.  Rato. 
The  uncultivated  lands  exist  only  in  the  imagination  of  the 
uneducated.  Eaiste  ancora  il  commercio  intemazionale  durante 
la  guerra.  V.  Parri.  The  statistics  of  foreign  trade  for  several 
nations  during  the  war  show  little  diminution.  We  are  far  from 
Fichte's  ideal  of  a  closed  State. 

March-April.  II  aistema  monetario  del  camhio  aureo.  Achhjlb 
LoRiA.  Upon  review  of  the  gold  exchange  of  India,  the  "in- 
variable dollar  of  Fisher,"  and  other  systems,  gold  exchange 
is  found  to  compare  badly  with  "limping  bimetallism,"  being  a 
worse  deviation  from  the  ideally  best  currency,  free  coinage 
with  notes  convertible  at  par.  Alcuni  appunti  in  materia  di 
traslazione.  Ferruccio-Bonchetti.  The  questions  whether  a 
specific  tax  on  a  monopolised  article  raises  prices,  and  whether 
the  rise  is  greater  the  greater  the  elasticity  of  demand,  are  re- 
handled,  with  reference  to  the  Economic  Journal,  September, 
1897  [but  not  to  subsequent  treatments  of  the  problems  in  the 
Journal,  p.  303  et  aeq.,  1899,  and  p.  288  et  aeq,,  1910].  The 
question  how  a  general  rise  of  wages  will  affect  profits  is  dis- 
cussed with  reference  to  the  opinions  of  Loria  and  Cherbuliez. 
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NEW  BOOKS 

English. 

AscoLi  (F.  D.).  Early  Kevenue  History  of  Bengal,  and  the  Fifth 
Report,  1812.     Oxford:  Clarendon  Press.     1917.     Pp.  272. 

Crammond  (Edgar).  British  Shipping  Industry.  London: 
Constable  and  Co.     1917.     Pp.  67. 

[I.  British  shipping  before  the  war;  II.  Daring  the  war;  and  III.  The 
fatore  of  British  shipping.  The  future  depends  on  our  reasonable  treatment  of 
the  neutral  Powers.  If  England  ever  used  her  naval  power  as  our  ereat  enemy 
has  used  his  military  power,  the  time  would  come  when  there  would  be  a  similar 
coalition  against  ni.*^ 

England's  Financial  Supremacy.  A  translation  of  **Die  Englische 
Finanzvormacht. "  Vrom,  ihQ  Frankfurter  Zeitung.  London:  Mac- 
millan.     1917.     Pp.  106. 

[Reviewed  above.] 

EDOiL  (A.  D.).  Agriculture  aft«r  the  War.  London:  Murray. 
1916. 

[To  be  reviewed.] 

Harvey  (John),  Heath  (J.  St.  G.),  and  others.  Competition: 
A  Study  in  Hiunan  Motive.  Written  for  the  CoUegiiun.  London : 
Macmillan.     1917.     Pp.  232. 

[The  Collegium  is  a  group  of  persons  who  attempt  to  promote  the  study 
of  social  problems  in  the  light  of  Christian  principles.] 

KiTSON  (Arthur).  Trade  Fallacies:  A  Criticism  of  Existing 
Methods  and  Suggestions  for  a  Keform  toward  National  Prosperity. 
London:  P.  S.  Kmg.     1917.     Pp.  286. 

M'Claren  (A.  D.).  Peaceful  Penetration.  London:  Constable. 
1916.     Pp.  221. 

Orr  (John).  Agriculture  in  Oxfordshire:  A  Survey  made  on 
behalf  of  the  Institute  for  Eesearch  in  Agricultural  Economics, 
University  of  Oxford.  With  a  chapter  on  Soils  by  C.  G.  T.  Morison. 
Oxford:  Clarendon  Press.     1916.     Pp.  259. 

[To  be  reviewed.] 

Strutt  (Hon.  Edward  J.)  and  Koberts  (G.  H.,  M.P.).  British 
Agriculture :  The  Nation's  Opportunity.  Being  the  Minority  Eeport 
of  the  Departmental  Committee  on  the  Employment  of  Sailors  and 
Soldiers  on  the  Land.  With  addenda  on  Housing,  &c.,  by  the  signa- 
tories, with  some  considerations  by  a  Free  Trader,  and  a  preface  by 
A.  D.  Hall.     London :  J.  Murray.     1917.     Pp.  168. 

[To  be  reviewed.] 

ToDD  (John  A.)  The  Mechanism  of  Exchange:  A  Handbook 
of  Currency  Banking  and  Trade  in  Peace  and  War.  Oxford  Uni- 
versity Press.     1917.     Pp.  266. 

["An  attempt  to  revise  our  text-books  of  economics  by  interpolating  into  their 
pages  some  account  of  what  happened  in  the  early  days  of  the  war,  and  how 
events  have  shaped  themselves  since  its  progress."^ 
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Turner  (Christopher).  The  Land  and  tl 
Murray.     1917.     Pp.  144. 

[A  survey  of  errors  in  the  past  brings  into  relief 
cultural  industry  in  the  future.] 

Vesselitsky   (V.   db).     Expenditure   and 
War-time.     London:   G.  Bell.     1917.     Pp.  6^ 
[An  instructive  study  of  work-women's  budgets.] 

American. 

Aghnides  (N.  p.).  Mohammedan  Tl 
(Columbia  University  Studies.)  New  York 
Pp.  540.     $4. 

Davis  (Dr.  J.   Stancliffb).  Essays  in  tl 

American  Corporations.     No.  4.  Eighteenth  C 

porations  in  the  United  States.  Cambridge,  ] 
versity  Press.     1917.     Pp.  419. 

BicHMOND  (Mary  E.).  Social  Diagnosis. 
Sage  Foundation.     1917.     Pp.  611. 

[A  contribution  to  charity  organisation  and  "Case 
Director  of  the  Charity  Organisation  Department 
Foundation.] 

Trever  (A.  a.),  a  History  of  Greek 
Chicago :  Univ.  Press.     1916.     Pp.  161.     75  c. 

Woodbury  (K.  Morse,  Ph.D.).  Social  Insi 
Analysis.     New  York:   Holt.     1917.     Pp.  171. 

French. 

Combat  (Ed.  et  F.  G.).  Le  travail  des 
Paris  et  Nancy :  Berger-Levrault. 

[A  study  on  women's  wages  before  and  after  the 

Worms  (Ken^:).  Natality  et  regime  succesi 
1917. 

Italian. 

GoBBi  (U.).  Trattato  di  Economia.  I.  Mi 
Libraria. 

Graziani  (A.).  Istituzioni  di  Economia  Poli 
Pp.  959. 

[The  third  edition  of  a  well-known  work  which  hai 
in  the  Economic  Joxtbnal.] 

Ulpiani  (Celso).  Le  Georgiche.  Portici: 
Pp.  162. 
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SEPTEMBER,  1917 

THE   NATURE   OF   THE    INDUSTRIAL    STRUGGLE.^ 

This  time  last  year  I  had  the  pleasure  of  inviting  your  atten- 
tion to  the  financing  of  the  War.  I  propose  this  year  to  treat 
of  another  form  of  finance :    the  financing  of  business. 

This  is  obviously  a  question  of  the  first  importance,  and  the 
active  discussions  to  which  it  has  given  rise  of  late  shows  that 
its  importance  is  recognised.    One  may  fairly  say,  too,  that  they 
reveal  a  certain  doubt  whether  the  particular  methods  of  busi- 
ness finance  in  vogue  here  are  as  complete  and  effective  as  they 
might  be,  or  perhaps  are,  in  other  countries.    It  is  certain,  too, 
that  at  the  conclusion  of  peace  the  demands  of  business  for 
financial  assistance  will  be  quite  unprecedented  m  their  extent 
and  their  urgency.    It  is  desirable,  then,  in  spite  of  our  natural 
{M-eoccupation  with  the  War,  that  this  form  of  finance,  and  our 
provision  for  it,  should  receive  a  share  of  public  attention. 

I  had  originally  intended  to  deal  in  these  lectures  exclusively 
with  the  machinery  of  this  business  finance,  itself  a  more  than 
ample  subject  for  the  time  available.  But  it  has  been  borne  in 
upon  me  of  late,  in  reading  certain  public  utterances,  that  the 
utmost  diversity  of  opinion  prevails  as  to  the  nature  of  the 
struggle  for  which  business  is  to  be  equipped.  It  seems  idle  to 
discuss  machinery  without  some  definite  conception  of  the  general 
purpose  it  is  designed  to  serve.  I  have  thought  it  might  be 
better,  therefore,  in  this  first  lecture  to  take  a  bird's-eye  view  of 
the  business  struggle  itself  before  passing  in  the  second  to 
consider  the  best  methods  of  financing  it. 

What,  then,  is  the  general  character  of  economic  or  business 
competition  as  it  exists  to-day?    Nothing,  it  may  be  said,  is 

^  Hie  first  of  two  lectures  delivered  at  the  Royal  Inatitution  on  April  19  and 
26, 1917. 
No.  107.— VOL,  XXVII.  Y 
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more  familiar  to  Englishmen  than  oompetiti(m»  whether  as  a 
scientific  conception  or  as  a  feature  of  our  social  life.  The  fact 
of  competition  sums  up  a  large  part  of  our  economic  activities, 
and  on  the  concept  is  built  up  most  of  our  economic  theory.  Yet 
we  shall  find  that  very  opposite  opinions  are  held  as  to  the  nature 
of  the  competitive  struggle,  and  that  very  few  careful  attempts 
have  been  made  by  economists  to  define  the  term  in  its  scientific 
use.  What  is  most  familiar  is  not  always  most  accurately  known  ; 
it  is  too  often  taken  for  granted. 

I  do  not  propose  to-day  to  consider  competition  in  its 
theoretical  aspect,  as  an  assumption  or  postulate  of  economic 
science.  I  want  to  consider  the  thing  itself  as  it  figures  in  the 
social  life  of  the  time  :  the  system  of  business  habits,  business 
methods,  forms  of  business  rivalry — in  short,  the  general  welter 
of  business  activities,  which,  subject  to  restraints  imposed  by 
law,  constitutes  the  modem  struggle  for  wealth. 

There  is  the  widest  possible  difference  of  opinion  as  to  the 
essential  character  of  this  struggle.  Adam  Smith,  a  very  shrewd 
observer  of  the  world,  described  it  as  "a  species  of  warfare,  of 
which  the  operations  are  continually  changing."  His  estimate 
would  be  widely  endorsed,  and  the  conditions  of  the  time  perhaps 
predispose  us  to  adopt  it.  But  we  are  often  fH'esented,  more  or 
less  authoritatively,  with  an  entirely  different  view.  Take  this 
pronouncement  from  a  memorandum  of  the  Garton  Foundation 
issued  last  October,  1916 : — "The  conflict  of  war  and  the  com- 
petition of  trade  are  different  in  kind,  as  well  as  in  degree.  The 
object  of  conflict  is  to  inflict  injury.  The  object  of  business 
competition  is  to  serve  a  customer."  To  oblige,  in  short,  as  the 
retailer  would  say.  To  the  ingenuous  Garton  writer  and  his 
school,  competition  is  a  generous  emulation  in  good  works,  where 
every  transaction  confers  a  benefit  on  both  parties;  like  mercy » 
twice  blessed.  Adam  Smith,  whose  realism  gives  a  spice  ot 
cynicism  to  his  judgment,  regards  it  as  a  struggle  for  sui»remacy, 
carried  on  by  methods  devised  to  damage  the  economic  power 
of  rivals,  whether  rival  firms  or  rival  nations.  To  others  again, 
like  Carlyle  and  Bobert  Owen,  competition  is  essentially  unmoral 
and  anarchical.  Carlyle  views  its  turmoil  with  aversion  and 
contempt,  and  regards  it  as  a  baser  form  of  war.  You  remember 
how  he  figinres  it  in  Sartor  Resartus.  "Weltering,  shall  I  say, 
like  an  Egyptian  pitcher  of  tamed  vipers,  each  striving  to  get 
his  head  above  the  rest";  and  again,  "Where  each,  isolated, 
regardless  of  his  neighbour,  turned  against  his  neighbour,  clutches 
what  he  can  get,  and  cries  '  Mine  I '  and  calls  it  Peace,  because 
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in  the  cut-purse  and  cut-throat  Scramble,  no  steel  knives,  but 
only  a  far  cunninger  sort,  can  be  employed."  The  man  in  the 
street  has  no  very  definite  or  considered  view.  Perhaps  we  may 
say  that  to  him  competition  is  something  of  which  everyone 
complains  in  his  own  case,  while  he  has  a  vague  feeling  that 
somehow  or  other  it  may  be  good  for  other  people. 

Here  are  views  differing  radically  as  to  what  may  be  called 
the  essential  character  of  modem  business  activity.  We  can 
htffdly  expect  to  agree  as  to  the  principles  of  trade  policy  until 
we  come  to  some  understanding  as  to  where  the  truth  lies  in 
this  divergence  of  opinion. 

The  question  is,  after  all,  one  of  fact.  Difference  of  opinion, 
here  as  elsewhere,  is  due  to  first  impressions  based  on  incomplete 
observation.  It  can  only  be  reduced  by  that  method  of  patient 
induction,  of  which  the  history  of  this  Boyal  Institution  shows 
80  many  brilliant  achievements.  The  field  to  be  surveyed  is 
immense,  embracing  a  very  large  fraction  of  human  activity; 
hence  the  answer  cannot  be  a  very  simple  one. 

The  forms  of  business  practice  are  of  infinite  variety.  They 
differ  in  their  objects,  their  methods,  their  rules  of  conduct,  their 
standards  of  honour;  in  no  two  occupations,  perhaps,  are  these 
precisely  similar.  We  may  group  them,  for  convenience  of  view, 
under  three  general  heads,  broadly  distinguishable,  though  the 
distinction  is  often  only  in  degree,  and  hence  not  so  easy  to  draw 
in  p-actice  : — 

1.  All  business  activity  counts  on  profit  as  an  ultimate  return. 
But  in  some  cases  profit  is  pursued  through  efficiency;  the 
immediate  objective  is  efficiency ;  {Hrofit  is  expected  as  the  result 
of  efficiency. 

2.  In  other  cases  the  aim  is  profit  at  all  costs,  by  fair  means 
or  foul.  Profit  is  the  primary  objective ;  efficiency  only  one  of 
many  means  to  the  end. 

3.  In  a  third  group  of  cases  competitors  fairly  matched  in 
efficienqr  devote  themselves  frankly  to  the  destruction  of  the 
60on(xnic  power  of  their  rivals  and  the  capture  of  their  markets. 

These  forms  of  competition  are  so  different  in  their  nature, 
and  social  effects  that  it  is  evidently  hopeless  to  bring  them  all 
under  any  general  characterisation. 

Take,  first,  the  competition  aiming  honestly  at  efficiency  in 
production  or  service,  the  kind  so  many  English  economists  pre- 
sume to  be  typical,  not  to  say  universal.  Probably  a  great  part 
of  the  activity  of  producers  and  manufacturers  is  really  of  this 
type— that  is,  a  genuine  attempt  to  give  good  work  or  good 
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service.  Even  here,  however,  we  have  vital  differences  in  prac- 
tice. Some  are  intelligent  and  scientific,  others  mere  slaves  of 
habit  and  routine.  Some  are  equipped  with  the  necessary  capital 
and  plant;  some,  notably  amongst  our  smaller  industries  and 
in  agriculture,  are  not.  Some  have  only  the  crudest  notions  as 
to  the  organisation  and  handling  of  labour;  others  may  fairly 
claim  to  be  capable  captains  of  industry.  It  may  seem  incredible, 
but  many  English  business  men  are  ignorant  of  the  very  elements 
of  scientific  accounting.  I  was  told  by  a  very  high  authority 
that  a  large  proportion  of  the  firms  in  one  of  our  greatest  indus- 
trial cities  "did  not  know  whether  they  had  made  a  profit  <^  a 
loss  on  the  year's  working  until  they  had  called  in  a  professional 
accountant.**  On  some  of  these  deficiencies  the  war  experience 
has  thrown  a  vivid  light.  Even  granted,  then,  that  much  of 
modem  competition  is  aimed  at  efficiency  in  production,  it  cer- 
tainly does  not  guarantee  it.  Competitors  seem  to  be  able  to 
hold  there  own  in  spite  of  striking  defects  in  efficiency.* 

But  further,  though  the  aim  may  be  efficiency,  there  is  a 
wide  difference  in  the  conventional  methods  of  competition  in 
various  callings ,  very  important  to  the  national  inteiest.  Take 
two  brothers  brought  up  under  similar  influences.  One  bec<Mne8 
a  doctor  or  a  man  of  science.  All  his  discoveries  are  made  matter 
of  common  knowledge,  placed  at  the  disposal  of  his  profession 
and  the  public ;  though  he  might  have  made  great  personal  profit 
by  monopolising  them.  The  other  brother  goes  into  a  great 
manufacturing  firm,  where  he  makes  inventions  of  similar  value. 
As  a  matter  of  course  these  are  reserved,  so  long  as  the  law 
allows,  for  the  profit  of  the  individual  firm.  You  may  have 
shades  between  the  extremes :  where  valuable  knowledge  is 
pooled  with  associations  or  contributed  to  trade  journals.  I  do 
not  want  to  praise  or  blame ;  my  object  is  simply  to  insist  on 
the  fact  that  under  the  vague  term  "free  competition"  are  in- 
cluded practices  very  different  in  tendency,  very  different  in  their 
effect  on  the  public  interest. 

This  kind  of  honest  competition  for  efficiency  is  often  assumed 
to  lead  to  "the  survival  of  the  fittest."  No  doubt  it  tends  this 
way.  If  the  assumption  were  rigorously  true  we  should  have 
to  regard  competition  as  merely  a  transitional  selective  process, 
logically  ending  in  monopoly.    For  the  fittest  should  become  a 

1  Sometimes,  perhaps,  became  shorioomings  in  efficiency  are  made  good 
at  the  expense  of  labour,  or  by  imposing  on  the  conaamer.  Bat  it  is  doabtfol 
whether  these  considerations  entirely  acoonnt  for  the  economic  paradox,  which 
deserves  more  attention  than  it  has  yet  recaived. 
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monopolist.     [In   practice,  of  course,   this  theoretical   limit  is 
seldom,  if  ever,  reached,  for  reasons  I  need  not  notice  here.] 

There  is,  unfortunately,  a  second  type  of  competition  to  be 
considered,  in  which  efficiency  is  quite  subordinated  to  profit.  Its 
objective  b  profit  at  all  costs,  by  any  means,  fair  or  foul,  subject 
as  the  American  phrase  puts  it,  to  **  keeping  outside  prison  bars." 
Competition  of  this  kind  sometimes  cloaks  its  operations  under 
the  [H'etence  of  affcnrding  cheaper  products;  but  cheapness  and 
real  econcmiy  are  usually  the  poles  asunder.  Let  us  glance  at 
fiome  of  its  methods. 

Adulteration  is  so  extensively  practised  that  the  Courts  often 
have  difficulty  in  deciding  what  a  good  delivery  means.  Falsifica- 
tion is  so  easy,  and  so  difficult  for  the  consumer  to  detect,  that 
this  dishonest  practice  often  succeeds.  Bead  the  very  notable 
book.  Food  and  Its  Adulterations,  containing  the  Eeports  of  the 
Analytical  Commission  of  the  Lancet  in  1851-4.  Thousands  of 
products  ar^  analysed ;  adulteration  is  shown  to  be  rampant. 
What  is  worse,  many  of  those  who  then  adulterated  largely  are 
now  among  the  best  known  firms;  many  firms  whose  products 
at  that  time  were  described  as  "commercially  pare"  are  now 
xmknown,  at  least  to  me.  The  fittest  have  not  survived.  Short 
measure  of  all  kinds  is  another  trick  having  similar  effects ;  and 
still  m(»:e  serious  is  the  resort  to  degradation  of  quality  both  in 
materials  and  in  work.  When  the  Exhibition  of  1851  was  held, 
people  were  astonished  to  see  how  far  this  degradation  of  quality 
and  craft  had  gone  as  a  result  of  half  a  century  of  unbridled 
competition.  Patents  are  stolen,  trade-marks  are  falsified,  agents 
are  bribed;  but  time  will  not  allow  me  even  to  hint  at  the 
innumerable  forms  this  perverse  type  of  business  activity  has 
taken. 

There  is  quite  a  large  literature  of  works  on  dishonourable  com- 
petition in  German,  French,  and  Italian,  and  not  a  few  by  English 
writers.  I  may  refer  those  who  are  interested  to  one  of  the  latest 
of  these,  the  valuable  Eeport  of  the  U.S.  Bureau  of  Corporations 
JQst  issued  on  "  Trust  Laws  and  Unfair  Competition.*'  More  than 
400  pages  of  this  Beport  are  concerned  with  unfair  competition 
and  the  various  attempts  made  in  various  couirtries  to  deal  with 
it.  Herbert  Spencer  was  a  close  observer  of  the  business  prac- 
tice of  his  day.  Let  me  quote  two  sentences  from  his  Morals  of 
Trade  (1869) : — "Illicit  practices  of  every  form  and  shade,  from 
venial  deception  up  to  all  but  direct  theft,  may  be  brought  home 
to  the  higher  grades  of  the  commercial  world.  Tricks  innumer- 
able, lies  acted  or  uttered,  elaborately  devised  frauds  are  prevalent 
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many  of  them  established  as  '  customs 
only  established,  but  defended."  "A  t 
tion,~  carried  on  as  it  is  without  adequate 
much  a  system  of  commercial  cannibalie 
'  Use  the  same  weapons  as  your  antagon 
devoured.' " 

Thus  at  length  we  come  to  a  state  of 
two  different  standards  of  honour  and  r 
and  in  the  same  country.  '*  Between  gei 
confined  to  private  life  and  the  professior 
be  told,  **  Business  is  business."  This 
ancestors  in  the  so-called  Dark  Ages,  wh 
no  less  than  business  societies.  I  lay  st 
of  competition,  because  nothing  is  more  i 
is  really  to  have  the  beneficent  effects  of 
to  maintain  the  best  business  standard 
certain  tendency  of  inferior  practices  to  d 
is  a  kind  of  Gresham's  law  at  work  in  b 
often  find  their  own  standards  degraded 
sure  of  circumstance,  as,  e.g,,  in  the  Busi 
invoicing  prevailed.  This  is  the  "iron 
world  under  unregulated  competition, 
inspection  may  do  something  to  check  thei 
inclined  to  rest  my  hopes  upon  trade  orgar 
tendency  to  an  increase  in  the  scale  of  bus 
more  intelligently  conducted  and  less  dis 
tricks.  They  are  easier  to  inspect,  and  1 
that  it  is  not  worth  their  while  to  risk  i 
even  more  important  than  regulation, 
many  disease  germs  are  sterilised  by  sunl 
be  most  effectively  purged  of  these  abuses  l 
experience  is  emphatic  on  this  point.  Le 
public  opinion  will  do  the  rest.  The  lar 
more  sensitive  it  is  to  this  control. 

I  pass  to  a  third  kind  of  competition,  ve 
problems.  This  is  not  concerned  with 
dishonest,  but  with  sale,  and,  above  all,  m 
capture  of  the  market.  Superior  eflficien< 
command  the  market.  But  when  a  general 
prevails,  other  methods  are  resorted  to.  ' 
economist  is  very  fond  of  saying  that  proi 
market :  goods  are  bought  by  goods.  Tl 
truth  in  the  position  :  but  business  men  kn 
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is  often  less  difficult  to  make  a  good  article  than  to  find  a  market 
for  it.  Jeremy  Bentham,  in  one  of  the  most  brilliant  of  his 
writings,  addressed  to  the  National  Convention  of  France, 
advised  them  to  set  free  their  colonies.  They  were  not  wanted 
as  markets,  he  thought.  "It  is  quantity  of  capital,  not  extent 
of  market,  that  determines  the  quantity  of  trade.'*  This  dictum  * 
was  long  a  first  principle  with  English  Free  Traders.  But  how- 
ever this  may  have  been  in  ^^ntham's  time,  it  is  not  in  scarcity 
of  capital  that  trade  finds  its  effective  limit  to-day.  Capital  is  now 
cosmopolitan  in  its  habits ;  it  is  as  mobile  as  quicksilver  :  a  sound 
10  per  cent,  profit  proposition  will  usually  obtain,  on  terms,  what- 
ever capital  it  may  require.  But  markets  are  jealously  guarded, 
and  increasingly  difficult  of  access. 

Hence  a  constantly  increasing  proportion  of  business  energy 
is  being  directed  to  the  conquest  of  markets.  Where  these 
markets  are  not  new  creations,  but  acquired  at  the  expense  of 
rival  firms,  or  rival  countries,  we  may  call  the  competition  pre- 
datory.  From  the  point  of  view  of  efficiency,  this  predatory 
competition  represents  sheer  waste,  though  it  may  sometimes  be 
impcMTtant,  and  even  necessary,  from  a  national  or  political  stand- 
point. In  Adam  Smith's  phrase,  it  is  "a  species  of  warfare." 
It  is  a  warfare  which  enters  largely  into  modern  economic  life. 
As  Professor  Mackenzie  says,  "When  a  State  becomes  industrial, 
it  remains  military.  The  difference  is  that  the  war  has  become 
civil :  it  is  a  bellum  omnium  contra  omnes,*'  But  it  cannot  be 
limited  in  this  way.  This  predatory  competition  has  never  been 
confined  within  national  boundaries.  It  is  avowedly  international 
in  its  scope  to-day. 

What  are  its  methods?  "Sound  production,"  says  a  German 
writer,  "is  largely  subordinated  to  successful  sale.  This  again  is 
found  to  depend  largely  on  advertisements,  commissions,  dis- 
counts, anything  except  genuine  excellence  of  products."  Let  us 
glance  at  these  expedients.  Advertisement,  with  its  "damnable 
iteration,"  if  I  may  use  a  Shakespearean  phrase,  is  one  of  the 
most  wasteful  and  mischievous.  Our  forefathers  had  a  saying 
that  "Good  wine  needs  no  bush."  It  will  sound  to  many  hope- 
lessly behind  the  times.  But  there  are  firms  to-day  whose  pro- 
diK^ts  have  world-wide  sale,  and  who  never  seem  to  advertise. 
I  was  brought  up  to  believe  that  an  advertised  article  was  prob- 
ably inferior  or  a  fraud;  and  such  experience  as  I  have  had 
has  shown  me  my  teachers  were  not  far  wrong.  It  may  be  that 
a  more  ignorant  public  is  in  the  market  to-day,  which  confuses 
notoriety   with  reputation;    anyhow,    different   views    seem   to 
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prevail.  Mr.  Lowes  Dickinson  tells  us  that,  even  in  China,  **the 
skin-disease  of  advertisement  is  beginning  to  disfigure  the  face 
of  the  country,  and  German  art  nouveau  appears  in  the  stations 
of  the  railway  from  Tsinam  to  Pekin.  The  grip  of  the  West  has 
begun  to  close,  and  will  more  and  more  be  felt  in  the  general 
dissemination  of  ugliness,  meanness,  and  insincerity  throughout 
the  Empire."  Observe  that  all  this  semi-fraudulent  appeal  to 
•ignorance  absorbs  large  activities  at  enormous  cost.  I  noticed 
some  years  ago  that  a  firm,  in  making  a  return  under  the  Com- 
panies Act,  showed  a  rapidly  increasing  expenditure  on  adver- 
tisement, which  had  at  last  exceeded  in  amount  the  whole  net 
profits  of  the  business.  Mr.  Goodall,  in  one  of  the  latest  works 
on  advertising,  estimates  the  annual  expenditure  in  this  country 
as  from  iG80  millions  to  ;6100  millions ;  enough  to  pay  more  than 
half  the  interest  on  the  war  debt.  Surely  it  is  the  business  of 
the  honest  retailer  to  inform  the  public  as  to  the  best  products 
on  the  market.  If  more  is  wanted,  moderate  advertising  in  the 
Press  should  sufi&ce.  Nine-tenths  of  this  expenditure  might  be 
saved  with  positive  advantage  to  the  nation.  The  public  is  not 
interested  in  the  transfer  of  trade  from  one  trader  to  another. 

Predatory  competition  is  not  exhausted  by  advertisement. 
A  whole  army  pf  commercial  travellers  is  enlisted,  to  push 
sales  with  retailers.  The  main  objection  here  is  the  expense, 
which  might  be  greatly  reduced  if  our  producing  firms  were  larger 
or  more  closely  associated.  There  are  less  innocent  methods  of 
pushing  trade.  Betail  prices  are  fixed,  and  retailers  are  induced, 
by  the  attraction  of  larger  discounts,  to  buy  and  recommend 
inferior  articles;  thus  entirely  betraying,  though  under  unfair 
temptation,  the  trust  placed  in  them  by  their  customers.  Worst 
of  all,  trade  has  been  subject  to  a  dry-rot  of  direct  corruption, 
by  double-invoicing,  secret  commissions,  and  the  like,  on  the 
extent  and  mischief  of  which  our  highest  judges  have  again  and 
again  remarked. 

I  say  nothing  here  of  the  immorality  of  such  action.  It  is 
fairly  obvious,  and  has  been  forcibly  pointed  out  by  the  Courts 
and  the  Press  in  connection  with  a  recent  legislative  measure. 
What  the  economist  should  note  is  that  so  far  as  such  practices 
prevail  the  ordinary  assumption  as  to  the  benefits  of  competition 
is  absolutely  reversed.  The  fundamental  advantage  of  free  and 
healthy  competition  is  that  it  gives  room  for  a  variation  of 
methods,  out  of  which  we  may  hope  for  that  selection  of  the 
fittest,  whether  natural  or  self-conscious,  which  is  the  prime  cause 
of  progress.     But  the  effect  of  corruption,  as  of  adulteration,  is 
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that  not  the  fittest,  but  the  most  unfit,  survive.  Instead  of  pro- 
gress you  get  degeneration.  Unless  the  proper  measures  are  taken 
to  deal  with  these  forms  of  dishonourable  and  predatory  competi- 
tion, there  is  no  guarantee  whatever  that  the  honourable  com- 
petition for  efl&ciency  will  succeed.  There  is  ample  evidence  to 
show  that  it  may  fail.  When,  then,  we  are  told,  as  recently  by  a 
great  iron-master,  that  all  his  trade  needs  is  "to  be  relieved  of 
the  fostering  care  of  the  State,"  for  which  he  would  like  to  see 
substituted  "some  wholesome  neglect,"  we  are  inclined  to  ask 
how  he  proposes  to  deal  with  these  evils.  If  the  trade  itself  will 
take  them  in  hand,  well  and  good.  If  not,  it  is  clear  that  the 
public  interest  is  concerned.  The  State  cannot  content  itself 
with  merely  keeping  the  ring  for  the  combatants.  It  must  see 
that  the  fight  is  fairly  fought.  Everything  depends  on  the  rules 
of  the  great  competitive  struggle.  Those  who  capture  and  con- 
trol markets  can  largely  impose  their  own  rules.  If  on]y  for  this 
reascm,  we  could  not  afford  to  neglect  attacks  on  our  markets. 

As  a  matter  of  fact,  the  force  of  these  considerations  is  gener- 
ally recognised.  All  modern  States  do  concern  themselves,  more 
or  less  effectively,  with  the  regulation  of  the  competitive  contest. 
So  far  as  their  own  subjects  are  concerned,  laissez  /dire  has  long 
been  abandoned.  Some  States  profess  to  adhere  to  the  old  maxim 
so  far  as  international  relations  are  concerned.  Others  go  to  the 
opposite  extreme,  and  have  embarked  on  a  formidable  predatory 
competition  against  the  subjects  of  other  nations.  In  practice  all 
States  find  some  sort  of  national  trade  policy  forced  upon  them, 
if  only  by  way  of  defence. 

There  is  another  reason  to  be  found  for  a  national  trade  policy 
in  the  enormous  size  of  some  of  the  competing  units,  and  the 
consequent  increase  in  their  power  of  injuring  rivals.  Industry, 
trade,  and  transport  are  more  than  ever  coming  under  the  control 
of  huge  combines  or  cartels,  wielding  powers  almost  comparable 
with  those  of  the  State.  Like  the  old  Hanseatic  League,  they 
almost  rank  as  States  themselves,  and  compel  recognition  in 
national  policy.  When  the  State  associates  itself  with  the  aims 
and  operations  of  these  combinations,  and  places  its  resources  at 
their  disposal,  their  powers  of  aggression  are  dangerously  in- 
creased. Germany  furnishes  the  best  example  of  such  a  national 
organisation. 

Naumann,  in  his  MitteUEuropa,  says  with  much  truth  that 
the  old  individualistic  capitalism,  of  what  he  calls  the  English 
type,  is  giving  way  to  the  new,  more  impersonal,  group  form ;  to 
the  disciplined,  scientific  capitalism  he  claims  as  German.     He 
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describes  this  as  '*a  mechanism  of  work  based  on  trained  and 
educated  workers,  a  spirit  of  industry  inspired  by  reason,  a  sys- 
tematic  working  alliance  between  thought  and  business;  better 
organisation;  in  short,  systematised  national  economy."  "Our 
great  merchants,"  he  says,  "are  almost  economists  by  profession. 
Into  everything  to-day  there  enters  less  of  the  lucky  spirit  of 
discovery  than  of  patient,  educated  industry*  To  put  it  other- 
wise, we  believe  in  combined  work.  The  German  is  at  last  be- 
coming, heart  and  soul,  a  political  economic  citizen.  His  ideal 
is,  and  will  be,  organic  unity,  and  not  freedom  of  action ;  reason, 
and  not  the  blind  struggle  for  existence.  The  regulation  of  pro- 
duction from  the  standpoint  of  political  necessity  is  the  end  he 
has  in  view.  This  conception  of  national  economic  business  has 
been  imposed  on  Germany  by  the  war ;  an  event  of  the  first 
importance  in  international  economics.  The  German  spirit  has 
received  its  baptism  of  fire." 

It  follows,  says  Naumann,  that  the  period  of  imitation  of  the 
already  declining  English  economic  system  has  gone  by.  [I  may 
observe  that  the  declining  English  system  has  given  a  very  fair 
account  of  itself  since  these  words  were  penned,  as  the  Germans 
have  reason  to  know.]  The  new  developments,  he  aflfirms,  imply 
that  the  future  rests  with  Germany.  Organisation,  especially 
on  scientific  lines,  he  thinks  foreign  to  the  English  genius.  This 
genius  was  supreme  when  private  enterprise  was  the  order  of 
the  day  [say  1780-1880].  But  the  times  have  changed.  The 
present  age  is  one  of  methodical,  scientific  organisation,  the 
specialty  of  Germany,  which  is  even  regarded  with  aversion  in 
France  and  England. 

There  is  a  certain  truth  in  all  this,  in  spite  of  exaggeration. 
We  shall  do  well  to  consider  it.  After  all,  if  individualistic  enter- 
prise cannot  altogether  meet  the  needs  of  the  time,  it  has  at 
any  rate  left  us,  as  a  nation,  with  a  quite  exceptional  power  of 
adapting  ourselves  to  new  conditions.  We  must  use  this  power 
for  all  it  is  worth.    We  have  a  good  deal  of  lee-way  to  make  up. 

It  is  certainly  the  case  that  a  prejudice  against  science  and 
the  expert  is  characteristic  of  the  English  business  world.  English 
opinion  holds  that  scientific  ability  is  of  little  use  in  business, 
and  indicates  this  pretty  clearly  by  the  miserable  remuneration 
and  inferior  stattts  assigned  to  such  a  modicum  of  scientific  service 
as  it  may  in  some  cases  employ.  Yet  a  scientific  training,  if  a 
really  liberal  one,  and  not  too  specialised,  is  the  best  qualification 
for  many  of  the  highest  forms  of  business  activity.  The  greatest 
achievements  in  business,  as  in  science,  have  been  due  to  the 
faculty  of  imagination.    In  Germany  a  large  number  of  her  fore- 
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most  basiness  men  are  scientists  and  men  of  high  university 
training.  There  will  have  to  be  something  like  a  revolution  in 
the  present  attitude  of  the  English  business  world  towards  science 
if  we  are  to  hold  our  own.  The  trouble  has  arisen  out  of  the 
curious  divorce  between  the  two  worlds  in  this  country.  The 
result  of  this  unfortunate  insulation  is  that  scientific  men  are 
unfamiliar  with  affairs,  while  business  shows  a  quite  remarkable 
neglect  of  the  most  obvious  and  assured  results  of  science,  or,  if 
you  like  it  better,  shows  a  complete  freedom  from  scientific  bias. 
Both  science  and  business  stand  to  gain  by  a  more  intimate 
association ;  if  I  may  judge  from  my  own  studies,  it  is  hard  to 
say  which  would  gain  most. 

Fortunately  the  war  has  brought  home  to  us  our  inadequate 
use  of  the  resources  of  science ;  and  it  may  be  hoped,  in  spite 
of  the  long-standing  prejudice  on  which  Naumann  relies,  that  we 
shall  soon  overtake  Germany  in  this  respect.  It  is  equally  impor- 
tant, I  think,  that  we  should  change  our  attitude  on  the  other 
matter  he  emphasises ;  I  mean  the  question  of  combination. 

There  has  been  a  general  hostility  to  combination  in  this 
country,  and  perhaps  still  more  in  France.  English  feeling  is 
well  expressed  in  our  Common  Law,  the  whole  spirit  of  which  is 
adverse  to  combination  as  "in  restraint  of  ti'ade."  But  it  is 
beyond  doubt  that  unregulated  competition  has  destroyed  more 
honest  trade  than  all  the  combinations  in  the  world.  Even  in 
England,  legislation  has  been  more  occupied  in  restraining  com- 
petition than  UKmopoly.  The  social  history  of  the  nineteenth 
century  has  been  one  long  protest,  one  great  legislative  reaction, 
against  the  mischiefs  of  unregulated  competition.  I  think  I  was 
perhaps  the  first  English-speaking  economist  to  put  in  a  word 
in  defence  of  business  combinations.  In  a  paper  read  at  the 
Bath  meeting  of  the  British  Association  nearly  thirty  years  ago 
(September  7th,  1888)  'I  showed  that  they  were  a  natural  de- 
velopment, and  offered  certain  unique  advantages.  I  have  watched 
their  growth  ever  since,  and  have  seen  no  reason  to  alter  my  con- 
viction that  they  have  come  to  stay.  Organisation  on  a  large 
scale,  whether  tor  production  or  trade,  is  inevitable  and  essen- 
tial, if  only  as  a  consequence  of  the  immensely  increased  facility 
of  communications.  Our  age  is  witnessing  a  Battle  of  the  Giants, 
m  business  no  less  than  in  war.  Huge  economic  combinations, 
backed  by  national  resources,  are  competing  for  industrial  and 
trading  supremacy,  on  which  they  count  to  build  up  political 
power.  Individual  competition  is  outclassed;  in  a  struggle  of 
this  kind  the  individual  will  be  ground  between  the  upper  and 
nether  millstones,  or  smashed  like  a  crock  between  iron  vessels. 
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It  is  as  absurd  to  think  that  we  can  grapple  with  the  scientific 
national  trade  policy  of  such  a  State  as  Germany,  for  instance, 
on  the  old  lines  of  haphazard,  untrained,  individual  enterprise, 
as  it  would  be  to  defend  ourselves  against  a  German  military 
attack  by  a  general  uprising  of  francsMreurs, 

Quite  apart  from  attack  or  defence,  there  is  still  much  to  be 
said  for  the  big  organisations.  They  permit  of  the  fullest  use  of 
standardisation,  with  all  its  outstanding  economies  and  con- 
veniences. Again,  the  useless  duplication  of  the  more  ordinary 
products,  which  necessarily  arises  where  the  producing  firms  are 
small  and  numerous,  is  avoided,  and  it  becomes  possible  to  turn 
out  a  wide  range  of  grades  and  varieties.  Where  a  small  boot 
factory  can  only  supply  half  sizes,  a  large  one  can  as  easily  supply 
quarter  sizes.^  Large  organisations,  too,  tend  to  attract  and 
consolidate  the  inventions  and  advances  in  the  industrial  arts. 
They  will  probably  be  long-lived,  and  thus  they  insure  a  sOTt  of 
perpetual  succession  and  unbroken  tradition  to  the  mysteries  and 
secrets  of  a  craft.  They  have  obvious  advantages  in  buying  and 
selling ;  not  the  least  of  which  is  that  they  can  reduce  advertise- 
ment to  a  minimum.  Their  output  is  so  large  that  it  advertises 
itself.  In  these  and  other  ways,  too  numerous  even  to  note  here, 
they  can  operate  with  a  maximum  economy  otherwise  unapproach- 
able. Above  all,  they  will  be  more  likely  to  api»*eciate  the  value 
of  scientific  research  and  scientific  direction.  It  will  be  well 
worth  their  while  to  secure  the  very  highest  ability  in  their 
managing  staff.  If  they  succeed  in  this,  they  will  probably  escape 
what  seems  their  greatest  danger,  a  certain  tend^icy  to  routine 
and  stagnation. 

Again,  high  standards  of  business  can  only  be  maintained  at 
home,  or  imposed  on  foreign  rivals,  by  powerful  agencies  of  this 
kind.  We  look  to  them  to  do  for  business  to-day  what  the  guilds 
did  for  it  in  the  Middle  Age.  Mr.  Chamberlain  tried  to  revive 
and  modernise  the  guild.  Something  may  be  done  in  this  way, 
especially  where  the  industrial  conditions  indicate  production  on 
a  small  scale ;  and  I  should  be  the  last  to  underrate  the  value  of 
the  services  rendered  by  Chambers  of  Commerce,  by  the  trade 
Press,  and  by  the  numerous  ably-<x>nducted  trade  journals.  But 
on  the  whole  I  expect  more  from  a  general  increase  in  the  scale 
and  organisation  of  business  operations.  It  does  not  seem  to 
me  that  the  value,  nay,  the  urgent  necessity,  of  developments  in 
this  direction  is  open  to  dispute. 

1  Mr.  Milton  C.  Sharp,  in  his  able  address  to  the  Bradford  Dyers*  Asso- 
ciation, February  28th,  1917,  pointed  oat  that  so  far  as  dyes  are  concerned,  the 
supply  of  a  very  large  range  of  shades  is  essential,  if  we  are  to  secure  our 
command  of  the  market. 
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No  doubt  the  thing  can  be  carried  too  far.  When  nations 
enter  the  (Mxnpetitive  arena  in  their  collective  capacity,  and  these 
huge  combinations  are  manipulated,  with  all  the  resources  of  a 
great  State,  for  the  puiposes  of  predatory  competition,  a  situatkm 
is  created  which  requires  to  be  very  seriously  studied.  These 
immense  resources  are  now  directed,  not  so  much  to  the  increase 
of  efficiency  at  home  as  to  the  capture  of  markets  and  the  crippling 
of  foreign  rivals. 

Developed  on  a  scale  of  this  magnitude,  predatory  competiticm 
is  hard  to  distinguish,  either  in  aims,  methods,  or  results,  from 
war  of  a  military  fcarm.  Indeed,  the  capture  of  markets  has  been 
the  chief  motive  of  modem  wars.  It  was  the  avowed  motive  <^ 
the  wars  of  the  eighteenth  century.  The  attemi>t  to  inflict  direct 
injury  on  the  productive  power  of  a  rival  country  is  certainly 
not  less  hostile  in  character  than  the  conquest  of  its  markets. 
"In  Germany,"  says  Henri  Hauser,  "the  economic  struggle  is 
a  war,  like  other  wars,  subjected  also  to  the  rales  of  Clausewitz." 
He  gives  ample  grounds  for  his  statement.^ 

Let  us  glance  at  some  of  the  methods  of  this  trade  war,  as 
waged  by  Germany.  The  cartel,  or  selling  combine,  has  been 
one  of  its  most  effective  instruments.  [It  is  not  altogether  un- 
known in  countries  which  profess  free-trade  principles.]  A 
German  writer,  just  before  the  war.  said  that  "it  is  evident  Ger- 
many owes  the  conquest  of  foreign  markets  in  large  measure 
to  her  cartels."  They  have  great  advantages  in  buying  and 
selling,  in  regulating  production,  and  maintaining  output  on  a 
large  and  therefore  economic  scale;  by  the  well-known  weapon 
of  dumjHng  they  can  often  strike  a  heavy  blow  at  less  powerful 
rivals.  The  State  itself  may  take  a  hand  in  these  cartels.  Both 
together  may  embark  on  campaigns  of  wholesale  corruption,  of 
espionage  in  all  its  forms,  of  what  is  euphemistically  called  pacific 
penetration  or  permeation.  The  capture  of  key  industries  is  an 
effective  weapon.  It  gives  power  to  inflict  vital  damage  on  a 
foreign  counlry  in  critical  times.  Similarly,  measures  are  taken 
to  secure  control  of  necessary  raw  material :  this  has  been  a  great 
motive  of  colonial  enterprises.  Great  transport  agencies  are  able 
to  assist  by  establishing  preferential  rates  and  influencing 
emigralion. 

The  State  has  its  own  special  machinery.  It  often  controls 
important  forms  oi  transport.  In  that  case  it  can  manipulate 
rates  so  as  to  serve  the  interests  of  its  nationals  as  opposed  to 

1  "Gdimany  appears  to  regard  trade  and  commerce  as  acts  of  war,  and 
shapes  its  policy  not  for  competition,  bat  for  conquest. '*  The  late  Mr.  0.  H. 
Pownall.    Presidential  Address,  Institute  of  Bankers,  November  8th,  1916. 
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foreigners,  and  generally  to  subserve  the  national  trade  policy. 
Many  authorities  regard  the  railway  system  as  the  most  powerful 
instrument  of  the  political  economy  of  the  German  Empire.  I 
need  only  mention  the  Tariff  :  the  importance  of  this  weapon, 
one  way  or  the  other,  is  perhaps  unduly  stressed  by  most  people. 
The  State  can  exert  immense  power  by  its  educational  provisions. 
Every  form  of  necessary  trade  technique  is  taught  in  the  State 
institutions,  notably  in  its  c(Hnmercial  high  schools.  I  may 
remark  especially  the  elaborate  instruction  in  the  technique  of 
exportation,  and  the  various  export  bureaux,  which  seem  to  be 
used  indifferently  to  obtain  information  and  as  channels  for 
corruption.  It  is  well  known  how  all  these  activities  are  aided 
and  guided  by  the  Foreign  Office  and  the  Consular  Service.  I 
do  not  now  refer  to  the  question  of  finance,  because  I  shall  deal 
with  this  in  my  second  lecture. 

All  these  and  many  other  formidable  trade  activities  are 
centred  in  the  German  State.  The  American  economist  Cooper 
used  to  insist,  as  our  free  traders  so  generally  imply,  that  a 
nation  is  only  a  grammatical  expression,  somethmg  that  has  no 
real  existence.  You  will  admit  that  for  a  nonentity  the  German 
State  has  done  pretty  well.  Hauser's  estimate  is  more  rational. 
''By  means  of  the  concentration  of  all  its  energies  under  the  State, 
by  this  unity  of  control,  economic  Germany  has  become  a  power 
nearly  as  formidable  as  military  Germany,  and  of  the  same 
species :  a  power  of  domination  and  of  conquest."  Naumann* 
who  ought  to  know,  says  "the  war  was  only  a  continuati<m  of  our 
previous  life  with  other  tools,  but  based  on  the  same  method." 
According  to  Hauser,  ''the  Imperial  German  Government  con- 
sidered that  it  would  be  quicker  and  cheaper  to  attempt  to  gain 
its  economic  ends  by  victory  on  the  field  of  battle."  If  so,  they 
perhaps  realise  now  that  they  made  a  profound  blunder.  There 
was  more  wisdom  in  the  advice  given  by  the  Sieur  de  Bouciquault 
to  Louis  XIV.  He  told  his  sovereign  that  by  a  judicious  trade 
policy  it  was  possible  ''to  make  ccmquests  in  time  of  peace."  I 
agree  with  M.  Bougarel's  dictum :  "Had  the  Germans  only 
known  how  to  keep  th§  peace,  they  might  easily  by  their  back- 
stairs,  underground  methods  have  conquered  the  world,  the  East 
thrown  in.  Luckily  for  the  world  they  overrated  their  military 
power." 

The  contrast  between  War  and  Peace  is  greatly  exaggerated* 
What  is  vaguely  called  competiticm  turns  out  on  closer  examina- 
tion to  be  largely  a  struggle  of  force.  True  the  forces  engaged 
are  styled  economic,  not  military ;  but  the  ends  are  often  not  very 
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different,  and  the  effect  the  same.  In  both  the  weaker  go  to  the 
wall ;  the  wreckage  is  sometimes  worse  in  the  industrial  conflict 
than  in  war,  as  General  Leonard  Wood  has  shown  in  his  Rince- 
ton  lectures.  It  depends  on  the  rules  of  each  game.  Before  the 
Germans  debased  all  the  standards  of  military  and  naval  warfare, 
it  bad  become  in  many  respects  more  honourable,  less  brutal,  than 
some  forms  of  business  conflict.  It  miAst  be  the  mission  of  the 
Allies  to  raise  the  standards  both  of  Peace  and  War. 

Meanwhile  we  must  be  ready  for  all  emergencies.  Lord 
Curzon  in  his  Appeal  for  the  School  of  Oriental  Studies,  published 
last  October,  tells  us  that  *'it  is  clear  that  a  long  and  fiercely  waged 
coomiercial  war  will  follow  immediately  upon  the  cessation  of 
hostilities."  "Will  be  resumed,"  he  might  have  said  :  indeed, 
there^has  hardly  been  any  break  of  continuity,  for  preparations 
have  continued  even  during  the  war. 

What 'should  our  attitude  be  in  face  of  this  prospect?  We  do 
iK>t  want  to  form  our  ideals  or  our  policy  on  German  lines.  I 
should  like  to  see  the  predatory  element  in  competition  reduced 
to  a  minimum,  just  as  I  should  like  to  do  away  with  war.  But 
both  aspirations  seem  Utopian  for  the  present.  So  long  as  we 
are  exposed  to  attack  we  must  prepare  the  necessary  means  of 
defence.  We  must  have  more  organisation,  on  a  national  scale, 
supported  by  a  national  economic  policy.  But  we  need  not  adopt 
economic  Prussianism.  We  need  not  emphasise  the  predatory 
aspect  of  business,  or  make  a  Moloch  of  the  State.  The  two 
vices  are  closely  connected.  In  Germany,  at  any  rate,  the  mor- 
bidly predatory  spirit  is  largely  due  to  an  excessive  exaltation 
and  worship  of  the  State.  We  can  avoid  their  blunder.  Let 
our  organisation  be  in  the  main  voluntary,  not  bureaucratic;  con- 
trolled  by  the  State,  where  this  is  necessary,  but  not  administered 
(X  managed  by  the  State.  The  caution  is  required,  for  the  ex- 
periences of  the  war  period,  during  which  the  functions  of  the 
State  have  necessarily  assumed  quite  abnormal  proportions,  seem 
to  have  led  many  simple  and  uncritical  folk  to  place  an  almost 
(rerman  trust  in  the  State.  To  the  business  expert  this  will 
appear  ridiculous.  But  it  can  hardly  be  doubted  that  when  the 
war  is  over,  and  the  period  of  reconstruction  begins,  there  will 
be  a  popular  movement  for  nationalisation  of  industry  on  a 
wide  scale.  It  is  impossible  to  discuss  the  question  here.  I  only 
mention  it  to  say  that  when  I  mge  the  importance  of  organisa- 
tion it  is  not  the  bureaucratisation  of  business  I  have  in  view. 
If  the  verdict  of  history  counts,  this  policy  would  lead  to  disaster. 
That  way  lie  stagnation  and  decline. 

H.  S.  FOZWBLL 
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HOUSING  CONDITIONS  IN  LONDON. 

In  1900  a  paper  on  the  housing  conditions  in  Ijondon  appeared 
in  the  Economic  Journal.  It  was  based  upon  inquiries  under- 
taken by  the  District  Committees  of  the  Charity  Organisation 
Society,  and  the  results  may  be  briefly  summarised  as  follows  :— 

In  most  districts  rents  were  rising;  in  some,  especially  in  the 
poorer,  the  rise  was  very  marked.  The  pressure  upon  aoconamo- 
dation  was  not  great  if  London  were  taken  as  a  whole,  but  in 
certain  districts  and  for  certain  classes  of  tenants  it  was  very 
serious.  The  difl&culty  was  greatest  for  families  containing  more 
than  two  or  three  young  children,  and  these  experienced  great 
hardship  in  the  attempt  to  find  accommodation.  In  many  districts 
there  was  overcrowding,  sometimes  to  a  very  serious  extent ;  even 
"technical"  overcrowding  was  admitted  to  be  beyond  the  power 
of  the  health  authorities  to  control  in  many  cases,  though  steady 
pressure  was  having  its  effect. 

In  1916  a  similar  investigation  was  undertaken  in  twenty-seven 
of  the  London  boroughs.     The  authorities  consulted  were  very 
numerous,  and  all  of  them  had  first-hand  experience  of  the  district 
on  which    they   reported.     They   included    medical    officers    of 
health,    secretaries    and    superintendents    of    dwellings,    house 
agents,  relieving  officers,  ministers  of  religion,  sanitary  inspectcH's, 
rent  collectors,  builders,  district    visitors    and    others    engaged 
amongst  the  working  classes,  and  various  associations  interested 
in  the  housing  question,  as  well  as  members  of  the  Charity  Organ- 
isation Society  itself.    The  reports  received  have  been  carefully 
analysed,  and  the  following  results  are  based  upon  the  analyses. 

Rents. 

To  begin  with  the  question  of  rents,  it  would  seem  that  the 
rise  reported  sixteen  years  ago  had  definitely  halted  even  before 
the  war.  The  report  is  almost  unanimous  that  for  the  last  five 
years  there  has  been  little,  if  any,  rise  in  working  class  quarters, 
while  in  better  class  property  there  is  often  a  fall.     There  are, 
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however,  some  exceptions  to  this  view.  One  is  the  district  round 
Seven  Dials,  where  it  is  said  that  rents  have  undoubtedly  risen 
in  the  last  five  years  and  are  still  rising.  In  Stepney,  rents  have 
risen  to  some  extent  in  the  area  north  of  the  Commercial  Eoad 
owing  to  the  spread  of  the  Jews  eastward ;  and  also  where  better 
houses  have  been  erected.  In  Hammersmith  a  slight  upward 
movement  is  attributed  to  increased  cost  of  repairs,  while  in  "dis- 
reputable "  ^treets  rents  have  been  falling.  In  Paddington,  five 
house  agents  say  that  rents  have  risen  from  5  to  10  per  cent,  in^ 
the  last  five  years,  while  three  say  that  they  have  not  increased, 
a  discrepancy  which  seems  to  point  to  some  difference  in  the 
desirability  of  the  accommodation  concerned. 

In  Wandsworth  and  Putney  rents  show  a  tendency  to  rise  in 
the  poorer  class  of  houses ;  in  East  Dulwich  there  is  a  rise  on  all 
property  of  £30  and  under ;  and  in  Woolwich  rents  in  the  indus- 
trial districts  have  been  on  the  upgrade  since  1912.  From  a  good 
many  districts  comes  the  suggestion  that  rents  could  have  been 
raised  during  the  war,  and  are  likely  to  be  so  as  soon  as 
Government  permits.  This  is,  of  course,  only  a  conjecture, 
justified  perhaps  at  the  present  moment  by  the  influx  of  munition 
workers ;  it  is  hardly  possible  to  foretell  how  the  conditions  may 
change  after  the  war. 

What  are  the  actual  rents  which  the  working  class  have  to 
pay  in  London?  They  differ  to  some  extent  in  different  quarters 
of  London,  but  more  according  to  the  kind  of  accommodation.  I 
will  quote  some  instances. 

One  Room  :  St.  James's,  Soho,  from  2^.  (a  very  dark  room)  to 
1$.  6d. ;  ordinary  rent,  is.  6d.  to  5^.  6d. ;  Holborn,  28.  6d.  to 
78.  6d. ;  in  Seven  Dials,  5^.  to  6s. ;  Newington,  3^.  id. ;  St. 
George's,  H.  Sq.,  28.  lid.  to  38.  Id.,  plus  rates  6d. ;  St.  George's, 
E.,  2«.  6d.  for  a  small  back  room  and  is.  for  a  large  two- windowed 
'  front  room. 

Ttoo  Rooms:  St.  James's,  6*.  6d.  to 8^.  6d. ;  Holborn,  is.  6d.  to 
10*.  6d. ;  Newington,  5^.  to  Is.  6d. ;  St.  George's,  H.  Sq.,  5^.  and 
rates  Is.;  St.  George's,  E.,  5*.  to  65.  6d.  (including  use  of 
scullery  and  backyard  for  washing). 

Three  Room^:  St.  James's,  7s.  6d.  to  10s.  6d. ;  Holborn,  5s.  to 
14«. ;  Newington,  6s.  6d.  to  8s.  6d. ;  St.  George's,  H.  Sq.,  6s.  6d. 
plus  Is.  5d.  rates. 

These  rents  are  for  rooms  in  "dwellings,"  or  in  houses  let  out 
by  rooms.  Some  particulars  of  house  rents  are  as  follows  :  Small 
houses,  of  which  there  are  still  some  to  be  found  in  London,  are 
much  in  demand  even  when  inconvenient  and  damp.     In  Newing- 
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ton,  small  houses  containing  two  rooms  and  a  little  scullery  cost 
6s.  6d.  and  Is.  6d. ;  others  contaming  two  rooms  and  a  back 
kitchen  can  be  had  for  8s. ;  four  rooms  for  10«.  and  lis.  In 
Shoreditch,  small  houses  can  be  had  for  5s.  to  98.  But  for  the 
most  part  the  houses  occupied  by  the  working  class,  as  distinct 
from  tenements,  are  large  and  are  sublet  in  rooms.  In  the 
Wenlock  Ward  of  Shoreditch  a  four-roomed  house  lets  easily  at 
12*.  a  week,  a  six-roomed  bouse  at  165.  or  17s. 

As  an  ^instance  of  the  modem  type  of  accommodation  now 
offered  we  may  quote  from  the  Fulham  report  :  "  There  has  been 
a  large  addition  to  the  accommodation  for  working  class  fanulies 
by  the  development  of  two  estates.  .  .  .  Most  of  the  houses  on 
these  estates  are  two-storied  non-basement,  and  divided  into  two 
self-contained  tenements  with  bathrooms  and  electric  light  and 
gas-cooking  stoves,  and  containing  three  rooms  and  small  Jdtchen 
for  rents  of  from  10s.  6d.  to  12s.  6d.  a  week  inclusive.  These  are 
all  let  before  they  are  finished." 

Overcrowding. 

Next  to  the  question  of  rent  we  may  take  that  of  overcrowd- 
ing.   The  two  are  no  doubt  closely  connected,  but  we  must  not 
assume  that  every  case  of  overcrowding  is  due  to  high  rents  or 
shortage  of  accommodation.     Some  families  deliberately  prefer  to 
live  crowded  and  to  have  more  money  to  spend  in  other  ways ;  one 
instance  is  quoted  from  Pinsbury  of  a  family  of  nine  i^^ho  lived  in 
one  room  (cubic  contents  990  ft.)  rented  at  is.  6d.  a  week,  though 
well  able  to  pay  more  rent.     This  is,  of  course,  an  extreme  case. 
More  justifiable  are  those  cases  referred  to  by  a  medical  officer 
of  health  when  he  says  that  ''each  additional  room  means  not 
only  more  rent  to  pay  but  an  increased  expenditure  on  furnishing, 
beating,  lighting,  etc.    The  inhabitants  would  rather  live  in  fewer 
rooms,  well  furnished  according  to  their  standards,  which  gives 
more  warmth  and  comfort  according  to  their  view,  than  have 
more  space  with  a  scanty  supply  of  furniture.    They  feel  more 
like  *  home  '  when  close  together." 

Our  evidence  as  to  overcrowding  is  somewhat  confused  owing 
to  the  fact  that  some  witnesses,  notably  the  sanitary  of&cials* 
refer  only  to  "technical"  overcrowding,  i.e.,  cases  where  the 
accommodation  shows  an  insufficient  number  of  cubic  feet  per 
head ;  while  others  refer  to  the  general  impressions  of  "too  many 
on  the  ground."  In  technical  overcrowding  there  has  been  a 
diminution  in  most  districts ;  by  dint  of  steady  pressure  the  sani- 
tary authorities  have  brought  about  a  marked  improvement.    But 
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in  some  places  it  still  persists.  In  Whitechapel,  inspections  of 
selected  cases  were  made  in  1914,  and  463  living  rooms  were 
found  to  be  overcrowded.  In  Holborn,  on  the  other  hand,  only 
39  cases Vere  found  in  the  same  year,  whilst  in  St.  James's,  Soho, 
technical  overcrowding  fell  from  115  cases  in  1911  to  28  in  1914. 
In  Poplar  there  is  no  serious  overcrowding  amongst  the  normal 
population,  but  there  is  amongst  the  Jews  and  in  the  Chinese 
quarter.  In  Vauxhall,  overcrowding  is  reported  as  prevalent, 
especially  at  the  present  time,  when  many  of  the  soldiers'  wives 
are  sharing  their  houses.  In  Woolwich,  owing  to  war  conditions, 
the  percentage  of  overcrowding  to  house-to-house  inspection  has 
risen  from  1*8  in  1913  to  2*1  in  1915.  From  some  districts  comes 
the  suggestion  that  the  sanitary  inspectors  do  not  know  of  all  the 
overcrowding;  e.g.,  in  Bermondsey  "the  borough  authority  has 
found  little  to  complain  of  .  .  .  but  the  experience  of  social  workers 
is  that  in  certain  areas  there  is  a  good  deal  of  overcrowding."  A 
wcnrker  in  Shoreditch  puts  the  case  perhaps  rather  strongly  when 
she  says:  "The  inspectors  don't  go  round  at  night,  when  the 
nxxns  are  full  and  people  are  sleeping  in  layers  on  top  of  each 
other  " ;  but  the  sanitary  autliorities  themselves  feel  this  difficulty. 
In  Camberwell,  where  there  is  said  to  be  a  great  deal  of  over- 
crowding, the  officials  say  that  the  difficulties  of  prosecuting  are 
extreme,  as  definite  information  can  only  be  collected  by  night 
inspection,  and  when  a  case  has  been  proved  the  landlord  can 
generally  show  that  he  was  under  the  impression  that  there  were 
several  fewer  children  in  the  family  than  there  actually  are,  and 
the  tenant  that  he  is  unable  to  get  accommodation,  or  else  unable 
[  to  pay  toe  it.    In  Pinsbury  the  authorities  find  it  "difficult  to 

know  how  to  deal  effectively  and  satisfactorily  with  overcrowding. 

I  It  is  contrary  to  all  humane  considerations  to  have  the  family 

ejected  at  a  few  days'  notice.  . .  .  The  lady  sanitary  inspector  said 
i  they  were  obliged  to  shut  their  eyes  to  a  good  deal  of  overcrowd- 

I  ing."    The  difficulties  are  no  doubt  enhanced  by  the  irresponsible 

,  attitude  of  some  house  agents.    Two  house  agents  of  fairly  large 

properties  consisting  of  blocks  of  buildings  and  houses  are  reported 
as  saying  that  they  have  no  restrictions  as  to  the  number  living  in 
I  flats  and  houses,  but  that  this  matter  is  left  entirely  to  the  sani- 

I  tary  authorities.    No  control  is  exercised  by  the  agents  over 

I  sob-letting  in  small  houses. 

I  To  show  what  overcrowding  may  mean  we  quote  some  cases 

I  from  Finsbury,  the  most  crowded  borough  in  London.   In  l9ll  a 

special  inquiry  was  made  into  fifty  consecutive  cases  of  overcrowd- 

I  ing;  and  two  of  the  families,  consisting  of  eleven  persons  each, 
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and  four  conBiBting  of  ten  persons  each ,  were  found  to  be  occupying 
two-roomed  tenements.  In  the  Medical  Ofl&cer  of  Health's  report 
for  1914  particulars  are  given  of  the  thirty  occupants  of  a  house 
let  off  in  rooms.  Two  of  the  rooms  were  occupied  by  a  family 
consisting  of  father,  mother,  sons  twenty-four,  twenty,  eighteen, 
fourteen,  and  daughters  twelve  and  nine  years.  The  weekly  rent 
was  6s, ;  the  front  room  was  used  as  a  living  room  for  all,  and  was 
occupied  at  night  by  the  parents  and  two  girls.  The  room  con- 
tained 1,092  cubic  feet,  and  was  overcrowded.  The  back  room 
contained  one  double  bed  occupied  by  the  four  sons  for  sleeping 
purposes.  Its  cubic  capacity  was  only  704  cubic  feet.  The  father 
was  an  **  odd  "  man,  but  had  not  done  any  work  for  nine  months. 
The  three  elder  sons  were  porters,  earning  from  12s.  to  20s.  a 
week,  and  all  enlisted.  The  mother  was  an  office  cleaner  at  Ss. 
a  week.     The  youngest  son  was  an  errand  boy  at  5*.  a  week. 

Another  two  rooms  in  the  same  house  were  occupied  by  father, 
mother,  boys  ten,  nine,  one,  and  girls  seven  and  fourteen  years. 
The  weekly  rent  was  5s.  6d.,  but  had  not  been  paid  for  four 
months.    The  front  room,  containing  617  cubic  feet,  was  used  as 
living  room  for  the  whole  family,  and  was  occupied  at  night  by 
the  father,  mother,  and  baby.     It  was  overcrowded.     The  back 
room  contained  one  bed,  occupied  at  night  by  the  boys  and  the 
girls.    The  father  was  a  loafer,  and  was  said  to  do  odd  jobs  when 
it  suited  him.    The  mother  sold  matches  and  begged  in  the  streets, 
taking  the  youngest  child  out  with  her.     To  these  practices  the 
other  tenants  strenuously  objected,  alleging  that  they  brought  dis- 
credit upon  the  fair  name  of  the  house,  and  with  such  effect  that 
the  father,  thoroughly  ashamed  of  himself,  enlisted  and  the  mother 
moved  elsewhere. 

From  Chelsea  we  have  instances  of  overcrowding,  from  which 
we  take  the  following.  Two  rooms  occupied  by  man,  wife,  four 
children  over  10  and  two  under  10.  Three  rooms  occupied  by 
man,  wife,  four  children  over  10,  five  under  10.  Two  rooms 
occupied  by  man,  wife,  four  children  over  10,  four  under  10.  One 
room  occupied  by  man,  wife,  two  children  over  10,  one  under  10. 
One  room  occupied  by  man,  wife,  three  children  over  10,  one  child 
under  10.  The  whole  list  shows  a  total  of  thirty-four  rooini 
occupied  by  134  persons. 

Children  and  Insanitary  Conditions. 

It  will  be  noticed  that  cases  of  overcrowding  nearly  always 
consist  of  families  with  children,  and  this  indicates  what  is  still 
one  of  the  most  serious  problems  of  London  housing.    It  is  quite 
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clear  from  cor  reports  that  in  many  districts  families  with  mor« 
than  two  or  three  children  find  great  difficulty  in  getting  suitable 
accommodation,  and  are  driven  to  overcrowd  in  quarters  where 
no  objection  is  made  to  children.  These  are  generally  situated 
in  the  less  desirable  streets.  This  is  such  a  serious  matter  that 
we  shall  quote  from  our  reports  at  some  length. 

SL  James's,  Soho. — Working  men  with  families  have  the  same 
difficulty  in  finding  rooms  as  they  had  fifteen  years  ago.  Unless 
they  take  a  set  of  rooms  in  one  of  the  working-men's  dwellings  it 
is  very  difficult  for  them.  .  .  .  One  result  of  the  difficulty  in 
obtaining  rooms  is  that  men  with  families  sometimes  understate 
the  size  of  their  families  and  after  faking  possession  of  their  rooms 
bring  in  more  children  who  have  been  temporarily  housed  by 
friends. 

Stepney. — The  difficulty  is  a  more  or  less  chronic  one.  In  St. 
George's  it  is  customary  for  the  mother  of  a  large  family  to  be  the 
"landlady"  of  the  house  and  to  let  off  what  rooms  she  can  to 
lodgers.  .  -  .  Most  of  the  new  flats  which  are  being  erected  do  not 
provide  for  families  with  more  than  one  or  two  children. 

Brixton. — It  is  very  difficult  for  a  large  family  to  find  rooms. 

Greenwich. — A  leading  estate  agent  has  to  turn  away  hundreds 
of  applicants,  and  the  difficulty  of  obtaining  rooms  is  greatly 
increased  for  people  with  large  families. 

Poplar. — There  is  a  lack  of  suitable  accommodation  for 
superior  working-class  families  apart  from  block  dwellings.  These 
are  as  a  rule  very  undesirable  for  children. 

East  Dulwich. — For  working  people  with  large  young  families 
rooms  almost  impossible,  and  houses  very  difficult.  It  is  quite 
common  for  the  family  to  consist  of  two  children  when  the  rooms 
are  taken  and  to  increase  by  several  more  in  a  week  or  two. 

Camberwell. — ^The  class  that  cannot  get  house-room  are  the 
married  working  men  with  young  children. 

St.  George's,  H.  Sq. — Families  with  young  children  still 
experience  difficulty  in  finding  decent  accommodation.  The  diffi- 
culty is  greatest  in  the  case  of  widows  who  have  to  go  out  to  work. 
These  generally  have  to  be  content  with  basement  rooms. 

The  following  extracts  show  how  the  children  are  driven  into 
the  least  dedrable  quarters  : — 

Hammersmith. — All  the  relieving  officers  said  that  better-class 
agents  would  not  consider  a  family  with  several  children,  but  that 
there  was  no  difficulty  as  to  this  in  very  poor  streets.  House 
agents  say  that  except  for  the  very  poor  streets,  e.g.,  Notting 
I^,  the  limit  seems  to  be  two  children. 
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Bermondsey.— Still  the  same  difficulty  as  before  in  finding 
rooms;  it  is  this  that  sometimes  drives  a  decent  family  to  the 
worse  streets  where  landlords  are  not  so  particular. 

From  a  few  districts  we  hear  that  there  is  no  difficulty,  or  that 
the  difficulty  has  decreased.  The  Newington  report  is  interesting 
on  this  point.  It  states  that  on  the  Ecclesiastical  Commissioners' 
property  "no  distinction  is  made  with  regard  to  children  exo^t 
in  so  far  as  is  necessary  to  avoid  overcrowding  *' ;  in  one  set  of 
working  class  flats  children  are  taken  three  in  a  two-room  tene- 
ment and  more  if  extra  rooms  are  taken ;  in  a  building  housing 
rough,  low-class  people  no  objection  is  made  to  large  families;  in 
the  Guinness  Buildings  there  is  no  objection  to  large  famihes 
if  sufficient  rooms  are  taken ;  in  some  small  houses  inhabited  by  a 
dirty  and  low  class,  children  are  freely  admitted — ^four,  five,  and 
sometimes  even  six  very  young  ones  in  two  rooms. 

We  get  glimpses  of  the  reason  why  children  are  tabooed  in 
several  reports.     One  says  "The  great  deterrent  is  that  children 
mess  things  up  so  " ;  another,  "House  agent  tells  us  she  is  always 
willing  to  take  children  if  they  are  brought  up  as  children  and  not 
as  hooligans  who  destroy  the  property.     So    long    as    children 
retain  their  instinct  for  destructiveness  it  is  to  be  feared  that  the 
owner  of  tenement  houses  will  continue  to  regard  them  with  dis- 
favour."   From  Paddington  comes  the  interesting  statement  that 
the  difficulty  has  been  greatly  relieved  by  the  good  influence  of  the 
Boy  Scout  movement  on  the  children.    Probably  the  good  iiiflu- 
ence  has  consisted  in  affording  scope  for  the  energies    of    the 
children  outside  the  narrow  confines  of  the  two  or  three  rooms 
which  constitute  their  home.    X3hildren  do  not  easily  adapt  them- 
selves to  such  narrow  confines,  and  it  is  not  desirable  that  they 
should.    The  difficulty  is  being  well  met  in  some  districts,  from 
which  we  hear  that  young  married  people  move   out    into   the 
suburbs  until  the  children  are  old  enough  to  go  to  work,  when 
they  move  back  again  to  save  fares.    A  less  satisfactory  solution 
is  indicated  by  a  medical  officer  of  health,  who  points  out  that  the 
percentage  of  families  with  more  than  five  children  has  fallen 
considOTably ;  in  St.  George's,  E.,  from  458  in  1904  to  32'1,  and 
in  Whitechapel  in  the  same  period  from  88'8  to  287.    This  may 
be  partly  due  to  the  migration  outwards  just  noticed ;  but  partly 
also  to  causes  indicated  by  the  steady  fall  in  the  birth-rate,  which 
in  Westminster  was  from  17  per  1,000  in  1905  to  12'2  per  1,000 
in  1914.     So  long  as  the  housing  conditions  for  families  remains 
what  they  are,  the  fall  seems  justified  and  even  desirable ;  no  one 
can  contemplate  with  any  satisfaction  the  fate  of  those  children 
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who  are  brought  up  in  bad  surroundings  because  they  belong  to 
targe  families. 

What  those  surroundings  may  be  under  unfavourable  condi- 
tions we  can  gather  from  the  description  of  sanitary  conditions 
given  in  our  reports.  From  nearly  every  district  comes  mention 
of  improvement,  often  of  great  improvement,  but  from  most  dis- 
tricts there  comes  also  a  reference  to  particular  streets  or  houses 
which  sure  unsatisfactory  fsom  a  sanitary  point  of  view.  The 
report  from  St.  James's,  Soho,  illustrates  most  of  the  difficulties 
which  have  to  be  contended  with:  "Sanitation,  though  bad  in 
some  parts,  has  very  much  improved.  There  are  a  considerable 
number  of  very  old  houses,  mostly  small,  which  are  very  difficult 
to  deal  with.  .  .  .  There  is  also  sometimes  lack  of  proper  light  and 
air  in  the  courts.  . .  .  B.  buildings  are  an  instance  of  houses  which 
might  be  kept  in  a  proper  condition,  but  are  insanitary  owing  to 
the  very  low  class  of  people  living  there.  .  .  .  Another  kind  of 
house  in  which  sanitary  conditions  are  bad  is  large  or  medium- 
sized  houses  which  were  formerly  occupied  by  one  family  only, 
but  are  now  let  out  to  four  or  more  families.  Here  the  sanitary 
arrangements  which  were  sufficient  for  the  original  class  of  tenant 
are  now  inadequate." 

Several  reports  refer  to  the  inadequacy  of  these  adapted  houses, 
but  the  worst  conditions  are  perhaps  found  in  smaller  houses  and 
courts  and  in  block  dwellings.  In  Stepney  "there  are  still  very 
bad  cases  of  insanitary  dwellings  scattered  over  the  borough — one 
set  of  flats  which  is  a  disgrace."  In  St.  George's,  E.,  "blind 
alleys  are  a  bad  feature  of  our  district.  They  consist  in  many 
cases  of  some  ten  or  twelve  small  houses,  and  are  the  resort  of 
those  who  are  content  to  lead  drunken  or  undisciplined  lives." 
Shoreditch  has  concentrated  upon  its  drainage  system,  which  "is 
as  good  as  any  in  London ;  connections  to  sewers  are  made  on  the 
latest  principle,  even  to  bad  old  houses,  so  that  the  drains  are 
far  better  than  the  houses."  In  Brixton,  as  one  would  expect, 
sanitation  is  on  the  whole  very  fair,  but  "the  accommodation  in 
two  or  three  streets  in  Stockwell  is  very  inadequate,  and  the  sani- 
tation very  bad."  In  Hammersmith  conditions  are  "pretty  fair 
except  in  the  Notting  Dale  part  of  the  borough,  where  the  con- 
ditions as  to  sanitation  are  extremely  bad.  St.  Agnes  Mission 
report  that  many  of  these  houses  are  unfit  for  habitation."  Green- 
wich quotes  "notable  cases  of  neglected  courts  in  insanitary  condi- 
tion." In  Poplar  "there  is  no  seriousL  difficulty  with  exception 
of  one  or  two  block  dwellings  which  are  in  a  bad  condition  and 
ought    to    be    dealt    with."     In  Southwark,   "conditions  have 
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improved   in   the   last  five   years,    but   some    dwellings  are  a 
scandal." 

Several  reports  refer  to  the  habits  of  the  tenants  as  a  cause  of 
insanitary  conditions.     The  Whitechapel  report  points  out  that 
"in  actual  practice  the  habits  of  the  people  have  an  important 
bearing  on  the  problem.     Closed  windows  and  dirty  rooms  will 
cause  injury  to  health  though  the  amount  of  cubic  space  may  not 
come  within  the    legal    limit."     St.  George's,   H.    Sq.,  says: 
"Insanitary  conditions  are  often  not  the  fault  of  the  landlord,  but 
arise  from  the  careless  and  dirty  habits  of  the  tenants.    Additional 
powers  are  required  by  which  such  tenants  could  be  summarily 
dealt  with."   The  Finsbury  medical  ofl&cer  of  health  says  (Annual 
Keport,  1913) :   "In  some  streets  where    the    inhabitant*    are 
drunken,  dissolute,  and  reckless,  where  they  are  given  to  wilfully 
destroying  property,  where  they  steal  and  sell  the  leads  of  the 
roof,  where  they  break  up  the  stair  rods  for  firewood  and  sell  the 
rainwater  pipes  for  old  iron,  in  these  streets  fresh  defects  and 
dilapidations  would  be  disclosed  possibly  every  week  or  two,  and 
it  would  appear  to  be  impossible  to  inspect  them  too  often.   These 
people  are  unfit  to  be  entrusted  with  decent  houses."     On  the 
other  hand,  it  is  recognised  that  conditions  may  be  so  bad  as  to 
make  it  practically  impossible  for  the  tenants  to  lead  even  toler- 
ably healthy  lives.    We  hear,  e.g.,  from  Bermondsey,  that  "not- 
withstanding the  technically  sanitary  condition  of  the  houses,  it 
is  agreed  among  those  who  know  the  conditions  intimately  that 
an  immense  number  of  dwelling  houses  in  the  borough — ^somc 
whole  streets  and  entire  blocks  of  buildings — are  practically  unfit 
for  habitation.     There  are  many  very  old  houses  along  the  water- 
side, of  which  almost  all  are  impregnated  with  vermin;  many 
that  are  not  so  old  are  in  the  same  condition  through  the  habits  ot 
successive  dirty  occupiers.     In  any  of  these  it  would  be  impos- 
sible for  the  cleanest  family  to  keep  clean ;  nothing  can  cure  them 
but  destruction."    It  remains  as  true  now  as  when  Miss  Octavia 
Hill  first  demonstrated  the  fact,  that  the  improvement  of  the 
houses  and  the  tenants  must  proceed  pari  passu  if  permanent 
reform  is  to  be  effected,  and  in  this  connection  we  may  quote  a 
remarkable  statement  by  a  sanitary  inspector    in    Woolwich: 
"With  better  financial  conditions  many  of  the  houses  I  have 
almost  despaired  of  have  become  improved  beyond  belief,  which 
goes  to  prove  very  emphatically  that  if  we  want  to  eliminate  the 
slum  type  of  human  being  and  the  slum  type  of  home,  the  surest 
and  quickest  way  is  to  give  the  workman  a  good  living  wage.'* 
We  are  afraid  that  even  a  good  living  wage  would    be  hardly 
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elective  against  a  vermin-infested  house,  but  there  is  no  doubt 

Hiuch  truth  in  the  proposition. 

On  the  whole,  the  impression  we  gather  from  these  reports 

IS  that  insanitary  conditions  have  been  reduced  to  a  point  where 

I  strenuous  effort  in  each  borough  is  all  that  is  needed  to  vanquish 
them  altogether.  Meanwhile  the  fact  remains  that  it  is  just  under 
these  conditions  that  large  families  of  children  are  being  brought 
op.  In  the  confined  quarters  of  town  life  children  tend  to  be 
regarded  as  "nuisances,"  and  as  such  either  fail  to  be  called  into 
existence  or  are  relegated  to  surroundings  which  are  not  sensitive 
to  "nuisances."  It  is  a  struggle  between  what  we  may  perhaps 
summarise  as  "propriety"  on  the  one  hand  and  vitality  on  the 
other,  in  which  vitality  is  getting  the  worst  of  it.  Perhaps  the 
leading  problem  of  our  great  towns  is  to  devise  conditions  under 
which  the  two  shall  not  be  incompatible. 


Mobility  of  the  People. 

The  fact  that  rents  have  ceased  to  rise,  that  overcrowding  has 
been  reduced,  and  sanitation  improved,  seems  to  suggest  that  the 
pressure  on  accommodation  is  not  so  great  as  it  was  in  1900,  i.e., 
that  the  supply  of  rooms  is  more  adequate  to  the  demand  for 
them.  It  is  not  at  all  clear  from  our  reports  that  this  is  the  case 
to  any  marked  degree.  Quite  apart  from  the  circumstances  of 
the  war,  which  has  affected  different  districts  in  very  different 
ways,  there  appears  to  be  a  steady  pressure  on  accommodation 
and  a  diminishing  number  of  empties  in  most  districts.  This  is 
partly  due  to  the  marked  diminution  in  the  average  number  of 
persons  occupying  a  room,  partly  to  demolition,  and  other  causes. 
The  following  report  from  St.  James's,  Soho,  illustrates  several 
important  points:  "The  whole  area  is  becoming  less  and  less 
residential  and  more  of  a  business  and  commercial  centre.  .  .  . 
There  has  been  during  the  last  fifteen  years  a  steady  demolition 
of  dwelling  houses,  which  houses  have  almost  without  exception 
been  replaced  by  warehousea,  factories,  and  business  premises. 
. . .  There  is  still  very  great  pressure  upon  housing  accommoda- 
tion, and  empties  are  rare.  A  firm  of  house  agents  dealing  with 
all  classes  of  property  in  the  district  states  that  lately  there  have 
been  a  certain  number  of  upper  rooms  unlet  owing  to  the  fear 
of  Zeppelins.  There  has  also  been  an  increase  of  empty  rooms 
in  lodging  houses  due  to  the  exodus  of  foreigners  in  consequence  of 
the  war.  Tenements  in  working-men's  dwellings  are  very  seldom 
unlet,  and  in  many  cases  there  is  a  long  waiting  list.     In  normal 
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times  it  is  very  difficult  to  find  a  good  room  at  a  reasonable  rent 
either  in  a  private  house  or  in  one  of  the  working-men's 
dwellings." 

In  Bermondsey  it  is  said  that  "no  rooms  that  are  at  all  fit  to 
live  in  are  empty  for  more  than  a  few  days ;  it  is  hardly  possible 
to  get  rooms  without  a  long  wait.     A  few  dilapidated  houses  near 
the  docks  are  left  for  the  destroyer,  and  one  tumbledown  build- 
ing is  unoccupied."    In  Poplar,  "the  borough  is  quite  full  There 
are  no  empties.     Serious  difficulty  is  now  experienced  in  finding 
accommodation."     In    Camberwell  there  is  very   considerable 
pressure  on  accommodation,  and  though  greatly  increased  by  the 
war  the  pressure  had  made  itself  felt  before  the  war  and  will  con- 
tinue afterwards.    Percentages  of  empties  have  fallen  from  5  per 
cent,  in  1911  to  3  per  cent,  in  1916.    In  St.  George's,  E.,  it  is 
reported  that  there  are  no  houses  or  flats  to  let,  and  the  demand 
seems  slightly  greater  than  the  supply.     In  Lambeth,  building 
has  not  for  some  years  kept  pace  with  the  increase  of  population. 
Agents  say  there  is  absolutely  no  property  unlet  owing  to  the 
influx  of  munition  workers.    In  East  Dulwich  there  is  pressure 
on  all  houses  at  a  low  rent ;  there  is  not  an  empty  house  in  the 
district.     In  Shoreditch  the  pressure  on  housing  accommodation 
would  appear  to  be  increasing ;  empties  are  decreasing ;  in  1912 
5*2  per  cent,  of  working-class  rooms  were  to  let ;  in  1913,  3*7  per 
cent.     In  Woolwich  there  was  a  great  shortage  of  working-class 
houses  eyen  before  the  war. 

It  is  curious  to  note  that  we  may  find  adjacent  boroughs  in 
one  of  which  there  is  great  pressure  and  in  the  other  plenty  of 
accommodation  to  spare.  In  Hammersmith  the  "number  of 
empties  is  smaller  than  ever  before,  having  fallen  from  1,400  in 
1908  to  422  in  1915 ;  in  Fulham  "there  are  practically  no  empty 
tenements  at  the  present  time  " ;  and  yet  in  Kensington  "there  is 
no  lack  of  accommodation  in  the  working-class  districts  of  the 
borough.  In  fact,  in  North  Kensington  there  are  many  empty 
or  partially  empty  houses."  The  explanation  is  probably  that 
people  naturally  prefer  districts  where  houses  are  more  modem 
to  those  in  which  they  are  old  and  ill-adapted  to  the  requirements 
of  tenants. 

There  are  other  districts,  as,  for  instance,  Paddington,  Clap- 
ham,  and  Stoke  Newington,  where  there  is  said  to  be  no  pressure, 
and  in  Southwark  the  pressure  has  much  diminished  of  late  years 
owing  to  a  diminution  in  population.  On  the  whole,  we  may 
wonder,  not  that  there  is  a  difficulty  in  many  districts,  but  that 
considering  the  circumstances  the  difficulty  is  not  greater  than 
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it  is.  There  are  many  causes  tending  to  increase  the  demand  for 
bouse-room  :  the  natural  mcrease  of  the  population ;  the  higher 
standard  of  living  which  will  not  admit  of  crowding ;  the  demoli- 
tion of  old  houses  and  their  replacement  by  business  premises; 
uid  perhaps  also  the  revulsion  against  block  dwellings  in  favour 
of  smaller  houses.  Against  these  must  set  in  the  main  two 
factors,  the  improvement  of  locomotion  which  enables  the  worker 
to  live  away  from  his  work,  and  the  greater  freedom  of  migration 
from  one  district  to  another.  In  the  past  this  migration  has  been 
mainly  from  central  districts  outwards,  but  it  will  be  noticed  in 
some  of  the  following  extracts  that  there  is  a  marked  tendency  for 
the  tide  to  turn  inwards  again  from  the  suburbs. 

In  St.  James's,  Soho,  there  is  a  constant  tendency  for  people 

to  leave  the  central  district.    "  Some  move  from  choice  and  settle 

in  the  suburbs,  others  migrate  across  the  river  to  South wark, 

Lambeth,  etc.,  or  to  St.  Pancras  on  the  north  in  the  hope  of 

finding  cheaper  rooms.  .  .  .  About  twenty  years  ago  there  were  a 

large  number  of  working  jewellers,  etc.,  who  lived  over  their 

small  workshops,  and  workers  in  other  trades  who  did  the  same. 

These  men  now  all  live  in  the  suburbs  or  out  of  central  London." 

In  Holbom  "there  is  a  steady  migration  from  the  district, 

especially  among  the  sons  of  old  residents,  who  very  rarely  remain 

in  the  neighbourhood.    The  priest  of  St.  E.'s  church  stated  that 

he  had  noticed  recently  that  a  certain  number  of  middle-class 

families  were  seeking  for  rooms  in  the  neighbourhood   of    his 

church.     The  members  of  these  families  had  been  living  in  the 

suburbs,  but  had  decided  to  move  into  the  centre  of  London, 

where   th^y   would    be   near  the   principal    markets   and    able 

to  buy  their  food  at  a  cheaper  rate  than  they  could  in  the 

suburbs." 

In  Stepney  there  is  noted  a  return  of  some  of  the  better  type 
of  w(»rkmen  from  the  suburbs  owing  to  the  congestion  of  traffic. 
As  the  Jewish  population  improve  in  circumstances  they  migrate 
east  and  north  to  Walthamstow,  Ilford,  and  other  districts  outside 
London.  Improved  'bus  and  train  services  have  greatly  facili- 
tated such  migration;  their  place  is  filled  by  a  lower  class  of 
immigrant  from  Central  Europe. 

In  Newington,  ''families  that  migrated  to  the  suburbs  have 
to  a  great  extent  returned,  finding  the  advantage  less  than  was 
expected.  .  .  .  Trams  to  the  suburbs  make  plenty  of  outlet  for 
people  who  want  a  change." 

"  The  growth  of  Hammersmith  has  been  very  much  owing  to 
the  migration  of  the  people  outward  from  the  city.       It    is 
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considered  to  be  a  convenient  place  of  abode.  Some  years 
ago  people  began  to  go  still  further  out,  but  are  now  drifting 
back  again." 

In  Greenwich  "there  is  a  natural  tendency  to  get  further  out 
and  leave  the  old  basement  houses  for  brighter  surroundings  at 
Lewisham  and  Charlton." 

In  Bermondsey,  "migration  outwards  by  the  better  part  of  the 
population  has  taken  place  steadily  since  the  coming  of  electric 
tramways  and  motor  'buses.  It  has  been  checked  since  the  war 
by  the  great  difficulty  of  finding  accommodation  in  the  S.E. 
suburbs.  .  .  .  The  natural  tendency  of  those  of  the  present  genera- 
tion who  have  been  influenced  by  better  education  ...  is  to  insist 
upon  more  human  conditions  of  housing,  and  as  soon  as  they 
are  married  they  seek  elsewhere  what  they  are  unable  to  find  in 
Bermondsey.  Thus  the  more  industrious  and  ambitious  members 
of  the  community  are  lost  to  it." 

In  North  Lambeth  before  the  war  there  was  a  tendency  to 
return  inwards,  which  has  now  much  increased.  There  is  also 
an 'outward  migration. 

In  Camberwell  up  to  about  five  years  ago  the  people  were  still 
tending  to  migrate  towards  Catford,  Lewisham,  Brockley,  etc., 
i.e.,  clerks  and  artisans.  The  present  tendency  is  to  come  back. 
The  long  journeys  to  and  from  work  are  found  to  be  too  great  a 
strain,  and  as  families  grow  up  the  amount  spent  on  fares  to 
work  outweigh  the  slight  saving  in  rent.  ...  On  the  other  hand, 
there  still  seem  to  be  a  good  many  people  moving  into  Camber- 
well  from  the  Borough  to  Lambeth.  **The  borough  is  thus  filling 
up  on  both  sides,  with  clerks  on  the  one  side  and  with  labourers 
on  the  other.  The  needs  of  the  clerk  are  being  met  because  he  is 
a  desirable  tenant;  the  labourer  is  unprovided  for  because  it 
doesn't  pay  to  house  him,  ss  he  often  fails  to  pay  his  rent  and 
often  knocks  his  house  about." 

Parts  of  Wandsworth  and  Putney  have  received  a  large  acces- 
sion of  population  in  recent  years,  many  of  the  newcomers  being 
persons  displaced  by  the  Waterloo  and  Clerkenwell  improvement 
schemes. 

In  Southwark  there  has  been  in  the  ten  years  between  1901 
and  1911  a  loss  by  migration  of  39,399,  or  17  per  cent,  of  the 
whole  population.  It  is  the  more  prosperous  families  which  move 
out  to  the  suburbs.  In  St.  George's,  E.,  the  inhabitants  who  are 
in  regular,  well-paid  employment  migrate  to  outlying  eastern 
suburbs,  and  their  place  is  taken  by  aliens  from  Central  Euroi)e. 

In  Finsbury  there  was  an  outward  migration  when  trains  were 
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first  electrified,  but  people  are  now  coming  into  the  borough 
again. 

From  Dulwich  there  was  a  considerable  migration  about  two 
years  ago  to  Thornton  Heath,  where  attractive  small  houses  were 
being  built. 

In  Shoreditch  it  is  found  that  some  of  the  working  class 
migrate  out,  e.g.,  to  Tottenham,  on  marriage  and  then  return  to 
a  more  central  district  when  the  family  grows  up  and  goes  out 
to  work,  in  order  to  save  tram  or  train  fares  and  dinners  out. 

To  judge  from  these  reports,  a  large  proportion  of  London's 
millions  is  always  on  the  move,  attracted  hither  and  thither  by 
their  varjdng  needs  and  the  provision  that  is  made  for  them.. 
Improved  means  of  transit  has  made  them  greatly  more  mobile 
than  they  used  to  be,  and  it  seems  true  to  say  that  any  district 
now  may  get  the  class  of  resident  for  which  it  provides  suitable 
accommodation.  If  it  cherishes  its  slums  it  will  have  left  to  it 
that  mixture  of  the  incapable,  the  unfortunate,  the  reckless  and 
dissolute  which  goes  to  make  up  the  residuum,  while  the  stronger 
and  more  fortunate  and  those  who  aspire  to  better  conditions  will 
seek  them  elsewhere.  To  quote  again  from  the  Bermondsey 
report :  "Given  the  present  conditions  of  housing  in  Bermondsey, 
no  education  or  social  reform  or  effort  at  making  life  a  better  thing 
will  be  of  any  avail.  The  schools  are  excellent.  The  borough  is 
well  off  for  open  spaces.  There  are  many  organisations  for  social 
work,  and  medical  facilities  are  many.  All  the  work  done  by 
these  ...  is  discounted  by  the  conditions  of  housing.  The  various 
large  blocks  of  tenement  houses  are  in  large  measure  very  bad. 
...  All  are  very  far  from  being  ideal,  while  the  smaller  houses 
in  many  places  are  unfit  for  human  habitation.  This  is  un- 
doubtedly the  crying  evil  in  Bermondsey,  and  not  until  this  is 
altered  will  the  attendant  evils  of  drink,  immorality,  and  utter 
improvidence  cease." 

In  conclusion,  we  may  refer  to  three  points  of  interest : — 

I.  There  is  first  the  question  of  how  far  definite  attempts  are 
being  made  to  improve  the  condition  of  "bad  areas."  So  far  as 
we  have  been  able  to  gather,  they  are  not  numerous.  Good  work 
is  being  done  by  special  agencies  in  Clarendon  Street,  Paddington ; 
in  Heckford  Place,  Fulham ;  in  Quinn  Square,  Waterloo  Koad ; 
in  a  block  of  buildings,  Whitechapel ;  and  in  St.  Mary's,  Lam- 
beth. The  Stepney  Council  of  Public  Welfare  have  a  standing 
Sub-Committee  on  Housing,  and  the  Whitechapel  CO.  Commit- 
tee have  a  special  Bad  Areas  Committee.  From  Kensington  we 
hear  that  in  Notting  Dale  houses  have  been  taken  over  by  public- 
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spirited  landlords  and  put  under  good  management,  with  the 
result  that  the  general  tone  of  the  roads  is  decidedly  better  than 
it  was  ten  years  ago.  In  Pimlico  a  House  Management  Associa- 
tion which  was  formed  at  the  instance  of  the  CO.  CSommittee 
has  been  in  existence  for  two  years,  and  a  considerable  impiove- 
ment  in  the  character  of  the  street  attacked  has  already  taken 
place.  This  is  a  good  beginning,  but  perhaps  not  more  than  a 
beginning,  of  the  work  which  requires  to  be  done. 

II.  It  would  seem  that  in  only  three  districts  has  the  housing 
question  been  complicated  by  the  presence  of  aliens.  From  St. 
James's,  Soho,  we  hear  that  "One  change  in  the  character  of  the 
population  has  been  very  marked  in  the  last  fifteen  or  twenty 
years,  viz.,  the  large  influx  of  Jews  to  the  district  round  Wardoor 
Street,  etc.  The  immigration  was  first  noticeable  at  the  time  of 
the  great  strike  of  tailors,  when  the  Jewish  tailors  from  White- 
chapel  came  west  in  order  to  take  the  work  of  the  tailors  who 
were  out  on  strike.  The  Jews  have  ever  since  continued  to  came 
into  this  district." 

The  Stepney  report  explains  that  as  the  Jewish  population 
improve  in  circumstances  they  migrate  east  and  north  to  Waltham- 
stow,  Ilford,  and  other  districts  outside  London,  their  place  being 
filled  by  a  lower  class  of  immigrant  from  Central  Europe.  Accord- 
ing to  the  medical  officer  of  health,  they  also  migrate  west,  the 
Jewish  social  ladder  being  Whitechapel,  Stepney,  Holloway  and 
Islington,  St.  John's  Wood  and  Maida  Vale,  Park  Lane. 

That  the  presence  of  aliens  has  an  undesirable  effect  upon 
housing  accommodation  we  hear  from  St.  George's,  E.  :  "The 
foreign  immigrant  population  has  tended  to  preclude  prepay 
owners  from  making  improvements,  inasmuch  as  they  realise  that 
any  houses,  however  dilapidated,  will  be  readily  snapped  up.  .  .  . 
All  agents  who  have  any  dealings  with  Jewish  tenants  prefer  them 
to  the  English,  whose  places  they  have  taken.  They  are  stated  to 
be  good-principled,  more  dependable,  and  more  thrifty.  ...  It 
may,  however,  be  alleged  on  the  other  side  that  the  demand  of 
foreigners  for  improvements  is  not  so  high,  and,  therefore,  as  the 
cost  of  upkeep  of  the  houses  is  less  in  their  case,  the  bias  of  the 
landlord  would  be  in  their  favour." 

From  Poplar  we  hear  that  the  only  serious  overcrowding  is 
amongst  the  Jews  and  in  the  Chinese  quarter  which  requires 
constant  attention. 

III.  Finally,  there  is  a  point  of  special  interest  to  the  C.O.S. : 
the  influence  of  charities  upon  housing  accommodation.  It  is 
perhaps  rather  remarkable  that  there  is  only  one  district  where 
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this  is  found  to  be  a  difficulty  worth  noting,  i.e.,  Finsbury,  but 
there  it  is  really  serious.  **  Both  in  St.  Luke's  and  in  St.  Sepul- 
chre's there  are  many  pensions  available  for  persons  who  have 
lived  more  than  two  years  in  the  parish,  and  there  is  naturally 
a  great  reluctance  to  move  out  of  it.  ...  A  woman  who  had  moved 
from  St.  Sepulchre's  parish  said  that  she  lost  one  or  two  shillings 
a  week  through  not  getting  doles  of  coal,  meat,  clothes,  etc.,  but 
said  she  was  obliged  to  go  as  another  woman  offered  the  landlord 
higher  rent."  The  medical  officer  of  health  points  out  that  70.4 
per  cent,  of  the  births  are  notified  mainly  by  medical  students  and 
lady  midwifery  students,  and  that  in  all  these  cases  the  mothers 
are  attended  gratuitously.  This  means  that  in  1914  1,800  mothers, 
or  two  out  of  every  three,  were  cared  for  during  childbirth  and 
during  the  subsequent  lying-in  period  for  no  charge  whatever. 
Perhaps  the  chief  reason  for  objecting  to  this  practice  is  that  '4t  is 
quite  common  for  mothers  to  move  their  homes  temporarily  into 
Finsbury."  In  his  report  for  1914  the  medical  officer  speaks  of 
Finsbury  as  the  "  happy  hunting  ground  for  the  amateur  philan- 
thropist." It  lies,  as  he  says,  '*  on  the  outskirts  of  the  City  of 
London,  and  its  houses  are  being  slowly  but  surely  converted  into 
warehouses  and  workshops.  The  change  creates  in  the  vicinity  of 
the  demolished  sites  a  zone  of  crowding  and  congestion.  The 
hospitals  and  philanthropic  institutions  which  lie  in  and  near  its 
borders  attract  into  the  district  the  poor,  the  destitute,  the  sick  and 
ailing — who  are  from  a  public  health  standpoint  most  undesirable 
citizens."  As  our  reporter  remarks,  "Things  seem  to  move  in  a 
vicious  circle ;  the  '  amateur  philanthropist '  comes  because  of  the 
poverty  and  congestion,  and  does  not  always  realise  that  short- 
sighted schemes  of  relief  will  increase  the  very  evil  that  he  seeks 
to  remedy." 

Hblbn  Bosanquet 


Digitized  by 


Google 


\ 


THE  DEPEECIATION  OF  GOLD.' 
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Dr.  Vis  Bering's  article  in  the  June  number  of  the  Economic 
Journal  is  interesting  through  the  information  it  gives  us  of  the 
monetary  conditions  of  Holland  and  the  policy  of  the  Nether- 
lands Bank  during  the  war.  But  his  general  theoretical  views 
and  the  conclusions  he  draws  from  them  seem  to  be,  to  say  the 
least,  rather  questionable. 

His  main  point  is  that  there  is  at  the  present  time  no  depreciar 
tion  of  gold.    He  lays  very  much  stress  on  this  point,  and  he  is 
quite  aware  of  its  essential  importance  for  the  position  he  has 
taken  to  the  monetary  problems  of  the  day.     "This  fact,"  he 
tells  us,  "must  be  absolutely  incontrovertible,"    and  he  takes 
much  trouble  to  support  his  view.    His  interest  in  thisF^^j^^^^ 
however,  not  only  theoretical.     "There  is,"  he  says 
'*  another  reason  why  one  should  proceed  with  great 
putting  forward  the  opinion  that  gold  has  depreciated 
A  closer  examination  of  the  following  pages  shows  this  other  I 

reason  to  be  the  great  accumulation  of  gold  in  the  Netherlands 
Bank.    At  the  end  of  1916  the  bank-notes  in  circulation  amounted  i 

to  758*4  millions  of  florins.    Of  this  sum  not  less  than  594'6  mil-  i 

lions  were  covered  by  specie  and  bullion.    After  the  war  demands  i 

for  means  of  payment  to  foreign  countries  will  have  to  ^^^-^^^t  ' 

and  for  this  purpose  the  Bank  will  have  to  use  its  gold,  ^^^(i^^^^^  ' 

is  clear  enough  that,  as  Dr.  Vissering  puts  it,  "if  the  l^l^j^^^^^^g^i^jj^^^ 
helped  to  depreciate  the  value  of  gold,  its  troubles  will  be  ^^^^^^^^::i^|^^^= 

That  everybody  who  has  accumulated  large  amounts 


^  Professor  Cassel  has  forwarded  this  paper  as  a  reply  to  that 
Vissering's  paper  in  the  last  number  of  the  Jottrnal,  on  which  the  latter 
founded  his  criticisms  of  the  policy  of  the  Swedish  Riksbank.  If  by  the  state- 
ment that  "gold  has  not  depreciated"  Dr.  Vissering  is  to  be  taken  to  mean 
that  prices  have  npt  risen,  his  position,  as  Professor  Cassel  shows,  is  easily 
disposed  of.  But  the  impression  produced  on  the  minds  of  some  readers  at 
least  was  rather  that  he  used  the  term  loosely  to  indicate  that  nothing  had 
occurred  to  render  gold  unsuitable  to  fulfil  its  function  of  international  standard 
of  exchange  or  to  justify  its  deposition  from  this  office,  and  that  in  this 
sense  gold  has  not  lost  its  "value."  In  defence  of  this  position  he  argued  that 
both  the  diminished  purchasing  power  of  gold  over  commodities  and  aiao  the 
loss  of  parity  between  gold  as  bullion  or  foreign  coin  and  gold  as  legal  tender 
were  mainly  due  to  temporary  and  exceptional  causes. — Non  BY  Ed. 
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diould  be  interested  in  the  maintenance  of  general  confidence  in 
the  abfidute  invariability  of  the  value  of  gdd  is  not  surjMrising. 
Bat  this  interest  has  nothing  to  do  with  a  scientific  investigation 
in  the  real  i^ture  of  the  present  monetary  situation  of  the  world. 
The  most  fundamental  fact  that  such  an  investigation  reveals  to 
us,  the  fact  which  indeed  contains  the  key  to  a  right  understand- 
ing of  the  whole  matter,  is  that  there  has  taken  place  during  the 
w«r  a  very  sharp  de^eciation  of  gold. 

Inflation  has  always,  in  periods  of  inflation,  been  denied  by 
the  majority  of  practical  men.  In  the  present  period  of  the  most 
genral  inflation  monetary  history  has  seeh,  all  nations  are  un- 
willing to  acknowledge  the  depreciation  of  their  own  money, 
though  the  dei^reciation  of  foreign  monetary  standards  may  be 
clearly  understood  and  even  strongly  emphasised.  It  is,  however, 
quite  impossible  to  get  a  consistent  explanaticm  of  the  depreciation 
of  the  different  standards  in  its  relative  degrees  and  of  the  con- 
sequent extraordinary  nK)vements  of  the  international  exchanges 
without  fully  acknowledging  the  depreciation  of  gold  that  has 
talcen*  place.  This  depreciation  is  perhaps  not  quite  so  great 
as  the  defMreciation  of  the  pound  sterling,  but  probably — ^for 
reasons  wfaicfa  are  to  be  made  clear  below — somewhat  greater  than 
the  depreciation  of  the  Dutch  florin.  As  the  Amsterdam  rate  of 
exchange  on  London  differs  from  the  par  level  by  less  than  5  per 
cent.,  the  dej^eciation  of  gold  clearly  cannot  be  much  behind  the 
de{»eoiation  of  the  pound  sterling. 

The  fact  that  an  inflation  of  British  money  has  taken  place  has 
not  been  concealed  from  the  British  public.  In  this  respect  the 
leading  financial  Press  of  England  has  the  honour  of  having  been 
open-minded  enough  to  tell  the  truth.  The  only  method  of 
measuring  this  kiflation  is  by  means  of  the  index  numbers.  The 
Eccnomist  mdex  rose  in  February,  1917,  to  230*5,  and  in  March 
to  2409,  as  against  115*9,  July  1st,  1914.  This  signifies  that 
the  inflation  has  passed  the  figure  200,  in  comparison  with  100  as 
representing  the  standard  before  the  war.  For  May  the  index 
was  2^*0,  and  consequently  the  inflation  ahready  over  212.  It 
is  then  reasonably  certain  that  the  inflation  of  gold  has  reached 
the  figure  of  200,  if  not  already  passed  it. 

This  means  that  gold  has  lost  at  least  half  its  pre-war  value 
in  comimrison  with  the  wholesale  commodities  of  the  Economist 
price  statistics.  Nobody  familiar  with  these  matters  will  deny 
that  this  signifies  approximately  a  loss  of  half  the  purchasmg 
power  of  gold  agahist  commodities  in  general.  Of  course,  the 
figures  do  not  tell  us  anything  about  the  cause  of  this  fall  of  the 
No.  107.— VOL.  xxvn.  A  A 
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value  of  gold.  But  they  leave  the  fact  itself  as  firmly  established 
as  anything  in  economic  life  ever  can  be.  When,  in  spite  of  this 
evidence,  Dr.  Vissering  makes  himself  an  advocate  of  the  popular 
idea  of  the  invariability  of  the  value  of  gold,  he  can  probably  just 
as  little  reckon  on  the  support  of  enlightened  English  ofHnion  as 
on  that  of  modem  economic  science. 

What,  then,  is  the  cause  of  this  extraordinary  fall  in  the  value 
of  gold?    The  general  and  most  important  cause  is  no  doubt  the 
creation  of  fresh  currency  v^hich  has  been  going  on  in  all  countries, 
neutral  as  well  as  belligerent,  and  v^hich  has  probably  in  most 
countries  brougbt  up  the  circulating  means  of  payment  to  more 
than  the  double  of  their  former  volume,  in  several  countries  to 
much  more.    In  earlier  cases,  when  inflation  was  restricted  to  a 
single  country,  the  result  has  invariably  been  that  the  precious 
metals  have  been  driven  out  of  circulation  and  that  an  agio  has 
been  quoted  for  them  in  the  paper  currency,  which,  just  for  this 
reason,  has  been  said  to  be  depreciated  in  relation  to  the  metal. 
If  this  happens  in  a  single  country  the  effect  on  the  value  of  the 
mint-metal  itself  will  generally  be  small,  and  this  effect,  though 
theoretically  always  existent,  seems  never  to  have  had  such  an 
importance  that  it  has  drawn  much  attention  to  itself.    In  the 
present  case,  however,  when  all  countries  have  increased  their 
paper  currencies  simultaneously,  the  effect  on  gold,  which  is  now 
the  universal  mint-metal,  could  not  but  be  very  marked.    Grold 
is,  as  a  means  of  payment  under  normal  conditions,  subjected  to 
a  certain  competition  with  paper  currency.    This  competition  has 
now  been  immensely  aggravated,  with  the  consequence  of  a  very 
considerable  fall  in  the  value  of  gold.    The  gold  which  has  now 
been  exported  from  countries  with  a  depreciated  paper  currency 
has  found  little  room  open  for  itself.    The  masses  of  gold  which 
have  been  thrown  upon  the  comparatively  narrow  neutral  markets 
have  meant  an  enormous  increase  in  their  circulation,  and  have, 
therefore,  necessarily  depressed  the  value  of  the  neutral  money 
and,  of  course,  at  the  same  time  the  value  of  the  gold  itself. 

Now  it  may,  of  course,  be  said  that  the  volume  of  commodities 
to  be  handled  by  the  world's  currency  has  diminished  during  the 
war,  and  that  the  general  rise  of  prices  may  partly  be  ascribed 
to  this  moment.  The  part  of  the  rise  of  prices  which  can  be 
explained  in  this  way  is,  however,  probably  not  very  great,  smd 
the  manufacturing  of  fresh  paper  currency  is  in  all  cases 
incomparably  the  more  important  factor.  For  our  present  pur- 
pose, however,  it  does  not  matter  whether  the  one  or  the  other 
cause  is  more  {Mrominent.     We  are  here  only  concerned  with  the 
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result,  which  is  a  fall  in  the  value  of  gold,  in  comparison  with 
commodities,  to  about  half  its  former  figure.  This  must  be 
called  a  depreciation  of  gold,  irrespective  of  the  causes  which  have 
led  to  the  result. 

The  Dutch  currency  has  not  escaped  the  general  inflation. 
This  may  be  seen  from  the  balance  figures  of  the  Netherlands 
Bank  given  by  Dr.  Vissering,  which  show  an  increase  of  notes  in 
circulation  from  310*4  millions  on  July  25th,  1914,  to  758*4  mil- 
lions on  December  30th,  1916.  In  spite  of  this  evidence.  Dr. 
Vissering  tries  to  demonstrate  that  no  inflation  of  money  has 
taken  place  in  the  Netherlands.  He  tells  us  that  "in  the  private 
discount  market  money  has  been  becoming  constantly  cheaper," 
the  private  rate  dropping  sometimes  to  1  per  cent,  and  even 
lower,  and  monthly  loans  on  'Change  varying  between  2  and  4 
per  cent.  He  also  informs  us  that  the  rates  for  longer  loans  vary 
between  5  and  4^  per  cent.,  and  that  Government  and  municipal 
loans  ha^re  gone  down  to  nearly  4  per  cent.  Now  such  rates  are 
clearly  much  below  the  rates  that  would  prevail  in  an  unfalsified 
capital  market  in  a  period  when  the  destruction  of  capital  and  the 
demand  for  fresh  capital  both  have  reached  such  an  unprecedented 
degree  as  at  present.  This  is  just  the  typical  sign  of  inflation  : 
the  money  rates  are  lower  than  they  ought  to  be  on  a  true  capital 
market  and  the  purchasing  power  of  money  is  gradually  falling 
off.  Dr.  Vissering,  however,  draws  an  opposite  conclusion : 
There  can  have  been  no  superabundance  of  money,  for  then  this 
would  have  caused  the  money  rate  to  drop  still  lower ! 

Dr.  Vissering  even  goes  so  far  as  to  say  that  "the  direct 
consequences  of  inflation,  which  would  in  the  first  instance  be  u 
general  rise  in  price  and  a  fall  in  the  exchanges,  are  not  present." 
This  assertion  seems  in  itself  so  strange  that  one  cannot  but 
wonder  that  Dr.  Vissering  has  not  even  tried  to  support  it  by 
actual  figures.  In  England  the  index  numbers  show  a  very 
decided  rise  in  the  general  level  of  prices.  A  similar,  though 
perhaps  greater  or  smaller,  rise  is  shown  by  all  available  price- 
statistics  from  other  countries.  Is  it,  then,  really  very  probable 
that  Holland  should  make  the  only  exception?  Is  there  no  price 
index  for  commodities  in  the  Netherlands,  or  at  least  for  certain 
important  classes  of  commodities?  Dr.  Vissering  does  not  tell 
08  anything  about  that,  but  still  he  will  have  us  believe  that  no 
gener^  rise  in  prices  has  taken  place  in  the  Netherlands ;  though 
some  goods  have  risen,  other  goods  have  not  done, so  or  have 
even  dropped  in  value.  Still,  the  only  commodity  he  can  quote 
as  an  example  is  bricks,  of  which  he  says  that  their  price  has  not 
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been  much  raised !  When  Dr.  Vissering  includes  foreign  ex- 
changes among  the  goods  which  have  fallen  in  value  (p.  169)  his 
reasoning  seems  to  be  extremely  confusing. 

The  movements  of  the  rates  of  exchange  should,  of  course, 
be  studied  for  themselves.     When  inflation  takes  place  in  a  single 
country  its  money  will  lose  in  value  in  comparison  with  oitber 
countries'  money.    This  is  at  present,  generally,  not  the  case  for 
the  Netherlands.     But  it  would  be  wrong  to  conclude  from  this 
fact  that  there  is  no  inflation  in  the  Netherlands.    There  is  an 
inflation,  and  a  very  sharp  inflation  too.     Only,  in  most  other 
countries  a  still  greater  inflation  has  taken  place  at  the  sune 
time,  and  the  consequence  is  that  the  money  of  these  countries 
has  fallen  in  value  in  comparison  with  the  florin.    The  move- 
ments of  the  exchanges  are  simply  determined  in  the  main  by  the 
quotient;  between  the  inflations  of  the  different  countries.    When 
we  know  the  inflation  in  one  country — e.g.,  Sweden — we  can  even 
calculate  the  inflation  in  the  Netherlands  by  means  of  the  rate 
of  exchange  between  the  two  countries.^ 

For   April,   1916,   the   English   inflation,   according   to  the 
Economist  index,  is  165*7.     As  the  mean  rate  of  exchange  on 
London  in  Stockholm  was  Kr.  16.09  instead  of  the  par  rate  d 
Kr.18.16,  the  Swedish  inflation  may  be  calculated  to  have  been 
146*8.     The  relative  increase  in  the  Swedish  circulation  was  for 
the  same  month  148'8,  or  nearly  the  same' figure.     A  provisional 
and  not  very  exact  index  number  for  the  prices  of  commodities, 
which  I  have  calculated  for  Sweden,  showed  for  April,  1916,  the 
figure  146' 7.     Consequently  there  was  in  the  said  month  an 
inflation  in  Sweden  of  about  147  or  148,  corresponding  very  nearly 
to  the  enhancement  of  prices  as  well  as  to  the  increase  in  the 
circulation,  and  showing  practically  the  same  relation  to  the 
English  inflation  of  the  same  time  as  the  actual  rate  of  exchange 
to  the  par  rate.     I  have  obtained  similar  results  montii  for  month 
from  July,  1915,  to  the  end  of  1916.    Now,  if  we  take  lihe  Swedish 
inflation  for  April,  1916,  at  the  above  figure  of  146"8  and  observe 
that  the  mean  rate  on  Amsterdam  for  the  month  was  Kr.144.43 
inETtead  of  I^r.150.00  as  par,  we  can  in  the  same  manner  find  the 
Dutch  inflation  to  have  been  152*3. 

How  much  had  prices  risen  in  Holland  at  the  same  time? 
According  to  a  summary  of  the  rise  in  the  prices  of  food  in 

1  The  principles  of  these  calculations,  together  with  some  preliminary 
results,  are  given  in  two  articles  which  I  contributed  to  the  EcoNouxc  Joxx^Skt 
in  1916  (March  and  September).  A  more  systematical  wcpomtton  of  my 
methods  and  results  has  now  been  puUished,  with  tables  and  diagraan^  «iid«r 
the  title  DjfTtid  och  sedddverjldd,  Stockholm,  1917. 
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different  countries,  published  by  the  Swedish  "Social  Board,"  the 
index  for  Holland  for  April,  1916,  was  145  in  comparison  with 
100  for  July,  1914.  If  comnaodities  of  all  kinds  had  been  included 
m  the  conQputation  of  the  index,  it  is  very  probable  that  the 
increase  would  have  been  somewhat  greater.  For  Sweden  the 
figure  of  the  quoted  statistics  was  for  the  same  month  141,  whilst 
my  own  index,  which  includes  in  addition  materials  of  iron  and 
wood,  as  stated  above,  runs  up  to  146' 7.  Probably  iron  and  wood 
are  not  relatively  cheaper  in  Holland  than  in  Sweden,  and  we 
should  have  to  increase  the  index  for  Holland  at  least  in  the  same 
proportion  as  for  Sweden — i.e.,  to  151^  Thus  we  find  that  the 
rise  in  the  general  level  of  Dutch  prices  Irom  the  beginning  of 
the  war  to  April,  1916,  cannot  be  put  much  lower  than  the  figure 
152'3,  which  we  have  calculated  by  aid  of  the  foreign  exchanges. 
The  inflation  of  the  Dutch  monetary  standard  seems  then  to  be 
a  fairly  well  established  fact.  For  comparison  it  may,  e.g.,  be 
noted  that  for  Switzerland  the  index,  according  to  the  above 
quoted  statistics,  is  151  (for  March,  1916),  and  the  inflation  cal- 
culated on  the  foreign  exchanges  is  156*2.  Thus  the  same  pro- 
portional increase  of  the  food  index  would  in  this  case  give  a 
general  index  nearly  coinciding  with  my  figure  of  inflation. 

F<w  March,  1917,  my  figure  for  the  Swedish  inflation  is  1856, 
and  my  figure  for  the  increase  in  the  Swedish  circulation  186*7. 
As  the  mean  rate  of  exchange  on  Amsterdam  was  Kr.  136.43,  the 
figure  185*6  for  the  Swedish  inflation  gives  an  inflation  for  the 
Netherlands  of  204.  Gold  has  probably  a  somewhat  lower  value 
than  the  Dutch  money,  and  the  inflation  of  gold  must  therefore 
at  the  said  time  have  been  a  little  more  than  204. 

Dr.  Vissering  does  not  think  that  the  general  rise  in  prices 
has  been  caused  by  the  increase  of  fiduciary  money.  "The 
prices,"  he  says  (p.  170),  "  rose  immediately  after  the  commence- 
ment of  the  war,  when  the  increase  of  fiduciary  media  had  not 
yet  assumed  such  large  proportions.**  In  reality,  so  far  as  can  be 
ascertained,  just  the  opposite  must  have  been  the  case.  The 
manufacture  of  paper  currency  began  in  most  countries  on  a  large 
scale  immediately  after  the  outbreak  of  the  war.  The  relative 
increase  of  the  nnrnthly  mean  circulation  was  for  Sweden  in 
August,  1914,  already  130*8  in  comparison  with  100  as  normal 
figure  for  the  month.  Such  a  high  figure  for  the  rise  of  prices 
was  not  reached  before  September,  1915,  when  my  index  was 
130*4.  There  are  strong  reasons  to  believe  that  the  development 
has  been  similar  in  other  countries.  The  purchasing  power  of 
money  has  probably  in  no  country  fallen,  in  the  first  period  of  the 
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war,  in  the  same  proportion  as  the  circulation  increased.  The 
explanation  is  that  in  the  first  panic  money  was  hoarded  on  a 
large  scale,  so  that  the  nominal  increase  of  circulation  did  not 
act  to  its  full  extent  as  an  increase  of  the  effective  circulation. 
But  gradually  the  hoarded  money  came  forward  again.  For 
Sweden,  where  hoarding  was  very  marked  in  the  autumn,  1914, 
it  must,  according  to  my  calculations,  have  ceased  altogether  with 
February,  1915. 

The  extraordinary  war-hoarding  having  in  all  countries,  except 
perhaps  in  the  Netherlands,  long  ago  come  to  an  end,  it  is  quite 
out  of  date  to  try,  as  Dr.  Vissering  does,  to  explain  the  increase 
of  fiduciary  circulating  media  as  a  result  mainly  of  hoarding,  or 
more  generally  of  "credit  given  by  the  public  to  the  banks  of 
issue "  (p.  171).  In  all  countries  with  modern  banking  equip- 
ment circulation  is  to-day  generally  quite  effective,  and  the  reason 
why  such  large  amounts  of  means  of  payment  are  required  is 
simply  the  extraordinary  rise  of  the  general  level  of  prices — i.e., 
the  depreciation  of  the  money  standards  themseh^es. 

The  practical  conclusions  which  Dr.  Vissering  draws  from  his 
anything  but  clear  theoretical  idea-s  and  his  defective  knowledge 
of  actual  facts  are  naturally  not  very  well  founded.  Dr.  Vissering 
severely  attacks  the  Swedish  banking  policy,  by  which  gold  was 
deprived  of  its  capacity  of  serving  as  a  means  of  payment  which 
must  be  taken  at  a  fixed  rate  in  Swedish  crowns.  This  policy 
was  inaugurated  by  Sweden  in  February,  1916,  because  of  the 
depreciation  of  gold  which  already  at  that  time  had  begun  to  mak« 
itself  perceptible  in  a  very  disagreeable  manner.  In  doing  this 
Sweden  was  fully  within  her  rights.  It  may  well  be  argued  that  a 
country  which  would  deliberately  raise  the  value  of  its  own  money 
would  thereby  act  unfairly  against  foreign  buyers  who  had  con- 
tracted to  pay  in  that  money.  But  in  this  case  there  is  no  question 
about  that.  Sweden  ha«  not  raised  the  value  of  her  own  money. 
On  the  contrary,  she  has,  as  shown  above,  allowed  her  money  to  be 
drawn  down  by  the  fall  of  gold,  and  this  not  only  before  February, 
1916,  but  even,  to  her  own  great  disadvantage,  after  that  time. 
But  in  February,  1916,  Sweden  tried  to  cut  off  this  pernicious 
dependence  on  the  yellow  metal.  Other  countries,  however,  have 
allowed  their  money  to  fall  much  more  in  value,  in  the  case  of 
Holland  nearly  as  much  as  gold,  in  other  cases  very  much  further. 
In  comparison  with  their  money  Swedish  money  has  naturally 
risen.    But  that  is  not  the  fault  of  Sweden. 

Neither  have  buyers  of  Swedish  products  much  to  complain 
of.     It  is  true  they  may  have  been  forced  to  pay  a  little  more  for 


Digitized  by 


Google 


1917]  THE   DEPRECIATION   OF  GOLD  363 

the  Swedish  crown  than  they  counted  upon  in  making  contracts. 
But  this,  then,  only  depends  on  the  further  depreciation  of  their 
own  currency  in  the  meantime,  and  this  depreciation  must 
generally  have  raised  the  prices  of  the  products  in  their  own 
market  to  the  same  degree. 

If  anybody  has  anything  to  complain  of  it  should  be  the  seller 
who  has  sold  his  goods  in  a  country  with  a  constantly  detenorating 
currency,  and  in  due  time  gets  his  receipts  in  a  money  of  a  much 
diminished  value.  But  it  really  seems  ciurious  that  the  country 
which  has  held  its  money  highest  in  the  world-wide  depreciation 
should  be  blamed  for  that. 

Dr.  Vissering's  reproaches  against  Sweden  are  therefore  really 
quite  out  of  place. 

Sweden  naturally  wished  to  get  foreign  goods  as  payment  for 
her  exports.  This  must  without  doubt  be  said  to  be  the  normal 
way  of  settling  debts  in  international  trade.  The  desire  of  Sweden 
was,  therefore,  in  no  way  unreasonable.  Dr.  Vissermg  says  that 
it  **was  most  unreasonable  as  against  Holland,  for  Holland  had 
no  goods  which  were  available  for  export  to  Sweden,  and  with 
the  best  of  intentions  we  could  not  meet  their  wishes  in  the 
matter."  The  extreme  exaggeration  of  these  words  will  imme- 
diately strike  every  reader.  Dr.  Vissering  gives  himself  in  his 
article  several  proofs  of  the  great  exporting  capacity  of  Holland 
at  that  time,  and  he  describes  in  detail  the  special  measures  which 
were  necessary  in  order  to  finance  the  export  of  his  country.  That 
Holland  has  had,  in  this  period,  a  very  large  surplus  export  can 
be  seen  already  from  the  extraordinary  increase  in  the  gold  stock  of 
the  Netherlands  Bank,  viz.,  from  170*3  millions  of  florins  on  June 
25th,  1914,  to  594-6  millions  on  December  30th,  1916.  But  over 
and  above  this  gold  import,  Holland  has  in  different  forms  given 
very  large  credits  to  other  countries  in  order  that  they  should 
be  able  to  pay  for  their  purchases  from  Holland.  Dr.  Vissering 
himself  tells  us  that  special  financial  arrangements  were  necessary 
for  the  Dutch  export  of  cattle,  of  sugar,  and  of  tobacco.  It  seems 
very  strange  indeed  that  a  country  with  such  a  quite  embarrass- 
ing surplus  export  should  not  have  been  in  a  position  to  liquidate 
her  relatively  small  purchases  from  Sweden  with  goods.  The 
truth  seems  rather  to  be  that  Holland  preferred  selling  her  goods 
in  other  markets,  where  perhaps  better  prices  could  be  obtained, 
and  wished  to  throw  on  Sweden  a  part  of  the  unnecessary  gold 
that  poured  into  the  country  in  consequence  of  such  sales. 

It  is  quite  incontestable  that  the  Netherlands  Bank  itself  has 
refused  to  acknowledge  gold  as  a  full-valued  means  of  payment, 
^d  admitted  it  only  in  a  few  specified  cases.     The  Bank  has 


Digitized  by 


G6ogle 


i 


354  THE  SOOKOlflO  JOUBNAL  [SEPT.,  1917 

thereby  shown  that  it  regards  gold  as  depreciated  even  in  relation 
to  the  Dutch  currency,^  and  it  has  not  shmnk  back  from  the 
fMractical  consequence  of  this  state  of  things.    The  measures  taken 
by  the  Netherlands  Bank  to  prevent  gold  from  being  nsed  as  pay- 
ment by  foreign  countries  to  Holland  are  in  ]M!inci|de  on  a  line 
with  the  corresponding  measures  of  the  Swedish  Biksbank,  which 
have  been  so  severely  condemned  in  Dr.  Vissering's  article.    The 
difference  is  practically  only  that  the  Netherlands  Bank  has  not 
succeeded  in  keeping  its  money  so  much  above  the  depreciating 
gold  as  has  the  Swedish  Eiksbank.     The  reason  for  this  is,  how- 
ever, probably  not  so  much  to  be  sought  in  a  sort  of  self-sacrifice 
for  the  sake  of  gold  as  an  international  standard  as  rather  in  a 
natural  regard  to  the  large  stock  of  gold  already  accumulated  bj 
the  Bank,  and  in  the  confused  ideas  on  monetary  theory  and  the 
faulty  perception  of  the  actual  facts  of  the  present  monetary  situa- 
tion which  seem  to  prevail  in  the  government  of  the  Netherlands 
Bank.  *  G.  Cassbl 

1  Gold  not  being  freely  admitted  into  Holland,  ii  kaa  no  doubt  a  MMnewhal 
lower  value  than  Dutch  money,  i.e.,  the  inflation  of  gold  is^  as  I  have  said 
above,  a  little  greater  than  that  of  the  florin. 
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Founded  in  1894,  after  five  years  of .  preliminary  work  by  a 
few  individuals,  the  Irish  Agricultural  Organisation  Society 
celebrated  its  majority  in  modest  fashion  shortly  after  the  out- 
break of  war.  Had  the  times  been  normal  it  is  possible  that 
the  stocktaking  which  would  have  accompanied  this  event  would 
have  been  followed  by  the  awakening  of  increased  popul^^  interest 
throughout  the  United  Kingdom.  As  it  was,  however,  the 
I.A.O.S.  has  been  swallowed  up  in  the  vortex  of  war  and  is 
playing  its  important  part  in  comparative  obscurity. 

Tet  as  some  realisation  of  the  urgency  of  a  real  agricultural 
policy  seems  now  at  last  to  be  dawning,  the  time  may  not  be 
inopportune  for  a  brief  account  of  the  work  inaugurated  in  Ire- 
land by  Sir  Horace  Plunkett,  Mr.  Anderson,  and  others. 

The  aim  of  the  I.A.O.S.  is  to  teach  the  Irish  farmers  the 
double  lesson  of  business  methods  and  of  organised  self-help, 
with  all  the  improvement  of  social  and  economic  life  implied 
therein.  This  considerable  task  would  never  have  been  prac- 
ticable if  it  had  been  attacked  in  any  vague  manner ;  it  was  neces- 
sary that  a  standard  method  should  be  discovered  which  would 
bring  about  these  results.  The  method  consists  in  the  organisa- 
tion of  co-operative  societies,  in  which  the  farmers  are  ccHnbined 
for  business  purposes  and  from  which  incidentally  they  may 
derive  spiritual  advantage  by  learning  to  trust  and  be  trustworthy. 
The  structure  of  a  co-operative  society  is  now  sufficiently  well 
known ;  the  outstanding  features  of  difference  as  against  a  joint- 
stock  company  lie  in  the  limitation  of  interest  on  shares  to  5  per 
cent,  and  of  share  holdings  to  J£200,  the  principle  of  distribution 
of  profits  in  proportion  to  trade  done  with  the  society,  and  most 
important  the  giving  of  one  vote  and  only  one  to  every  member 
of  the  society  irrespective  of  his  financial  interest.  The  object 
of  such  a  constitution  is  obviously  to  make  the  interests  of  the 
suppliers  or  purchasers  identical  with  those  of  the  shareholders, 
and  it  is  by  virtue  of  this  that  the  form  of  organisation  is  found 
peculiarly  suitable  to  a  nation  of  small  farmers. 
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The  strength  of  the  movement  in  Ireland  has  centred  largely 
in  the  creameries,  which  receive  the  milk  of  their  members,  pa; 
for  it  each  month  in  proportion  to  batter  fat  contept,  and  mvest 
any  surplus  in  the  improvement  of  buildings,  plant,  etc.    The 
process  of  manufacture  in  this  case  is  carried  out  by  a  skilled 
and  paid  staff,  but  the  ownership  and  control  of  the  creamery  is 
vested  in  the  farmers  themselves  who  supply  the  milk.    In  most 
cases  the  loyalty  of  those  members  who  are  liable  to  be  swayed 
more  by  the  temporary  offer  of  competitive  prices  than  by  a  far- 
sighted  consideration  of  their  own  interests  is  secured  by  the 
so-called  ''binding  rule  "  which  operates  as  a  contract  between 
the  member  and  the  society.     The  member  binds  himself  to 
supply  all  his  milk  to  the  creamery  and  the  creamery  undertakes 
to  receive  and  pay  for  it.     Breach  of  contract  is  punishable  by 
liquidated  damages,  but  the  penalty  seldom  has  to  be  enforced. 
The    material    success   of   the   co-operative   creameries   is  well 
illustrated  by  the  following  table,  which  shows  their  progress 
at  the  end  of  each  five-year  period  since  1894  :  — 

Table  A. — Progress  of  Creameries, 


Number. 

Members. 

Paid  up 

Share 

Capital. 

Loan 
Capital. 

Turnover. 

1894 
1899 
1904 
1909 

30 
171 
217 
301 

1641 
26,577 
42,432 
44,213 

16,468 

74,223 

112,296 

138,264 

6,061 

46,262 

112,070 

111,366 

161,862 

728.000 

1,089,620 

1,841,400 

1914  360     47,086     149,756      133,210     2,731,628 

1915  344     45,386     154,574      121,676     3,499,264 

The  effect  on  the  Irish  butter  industry  of  these  creameries, 
though  it  has  never  received  full  acknowledgment,  has  been 
revolutionary.  At  the  time  when  Sir  Horace  Plunkett  and  his 
followers  first  appeared  on  the  scene— in  the  year  1889— the 
industry  was  threatened  almost  with  extinction. 

Improvements  in  transit  facilities  had  remov^  the  great 
natural  advantage  which  the  Irish  producer  enjoyed  from  bis 
geographical  position  and  had  given  the  English  consumer  the 
opportunity  of  making  a  selection  between  various  butters.  He 
soon  discovered  the  superiority  which  the  introduction  of  new 
methods  had  given  to  Danish  produce,  and  the  market  f<H:  Irish 
butter  dwindled.  Regularity  of  marketing  and  uniformity  of 
manufacture  became  essential  to  success,  and  it  was  only  by  the 
establishment  of  creameries  managed  and  equipped  on  modem 
lines  that  these  things  could  be  accomplished.  The  founders  of 
the  I.A.O.S.  deserve  a  place  in  Irish  history  for  having  realised 
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&Dd  acted  upon  these  facts.  That  the  place  could  not  have  been 
filled  with  equal  success  by  ordinary  proprietary  creameries,  as  is 
sometimes  claimed,  appears  from  the  history  of  butter-making 
in  Denmark.  Thus  we  read  that  "in  1879  the  introduction  of 
the  separator  made  it  desirable  to  set  up  creameries  that  would 
buy  raw  milk  from  small  farmers  and  manufacture  butter  from 
it.  This  work  was  undertaken  at  first  by  capitalists,  who  met 
with  little  success  because  the  interest  of  the  farmers  did  not 
extend  beyond  the  milk,  and  because  these  private  dairies  were 
unable  to  turn  the  dairy  offal — skim  milk,  etc. — to  profitable 
account." 

The  improvement  in  the  quality  and  position  of  Irish  butter 
which  has  been  effected  is  clearly  shown  by  the  figures  of  exports 
extending  over  the  last  twenty  years.  The  price  of  milk  paid 
to  the  farmer  has  also  doubled,  apart  from  the  abnormal  rise 
caused  by  war  conditions.  Two  things  remain  to  be  accom- 
plished— the  establishment  throughout  the  country  of  a  regular 
system  of  cow-testing  and  the  introduction  of  winter  dairying. 
The  former  would,  it  is  believed,  increase  the  average  yield  per 
cow  by  anjrthing  from  50  per  cent.-  to  100  per  cent,  in  the  course 
of  a  few  years,  thereby  adding  thousands  of  pounds  to  the  national 
revenue,,  while  the  latter  would  enable  Irish  creameries  to  inain- 
tain  their  position  on  the  English  market  all  the  year  round 
instead  of  having,  as  at  present,  to  leave  the  Danish  competitors 
an  open  field  for  several  months.  That  these  things  have  not 
yet  been  accomplished  is  cei-tainly  not  the  fault  of  the  I.A.O.S., 
which  has  consistently  preached  them.  A  good  deal  has,  in 
fact,  been  done,  but  the  Irish  farmer,  while  probably  more  in- 
telligent than  many  of  his  kind  in  other  countries,  is  no  less 
sQspiciouB  of  innovations,  especially  when  they  are  introduced 
by  persons  whom  he  classes  as  "theorists."  In  other  countries 
the  weight  of  Governmental  authority  and  the  inducement  of  • 
Government  aid  have  been  largely  effective  in  forwarding  such 
reforms — but  in  the  United  Kingdom  we  have  long  since  learnt 
not  to  look  for  such  a  policy  where  agriculture  is  concerned,  and 
a  new  attitude  is  only  now  making  itself  felt. 

Second  in  importance  to  the  creameries  come  the  "agri- 
cultural" societies,  which  are  to  some  extent  modelled  on  the 
"Bezugsvereine"  of  Germany  and  the  "syndicats  agricoles"  of 
France.  They  are  "supply  societies**  from  which  the  farmer 
can  buy  the  raw  materials  of  his  trade  at  a  reasonable  price  with 
a  guarantee  of  quality — which  for  his  purpose  is  even  more 
important  than  price.     The  foremost  literary  exponent  of  the 


Digitized  by 


Google 


358  THE  EOOKOMIC  JOUBNAIi  [SEPT. 

movement,  Mr.  George  Russell  (A.E.),  has  pointed  out  frequently 
that  the  farmer  is  in  point  of  fact  a  msuiuf acturer  and  is  entitled 
to  treatment  as  such.  Before  the  introduction  of  co-opcratkm, 
however,  he  was  so  far  from  having  realised  this  position  that 
he  habitually  bought  in  the  dearest  and  sold  in  the  cheapest 
market.  The  agricultural  societies,  by  offering  practically 
wholesale  terms  for  fertilisers  and  seeds,  have  remedied  one  part 
of  this  absurdity  and  have  effectively  checked  the  extortions  of 
the  "rings "  which  controlled  these  trades.  A  slower  but  in- 
evitable advance  is  being  made  in  the  direction  of  solving  the 
problem  of  marketing  by  using  these  societies  as  agencies  for 
the  collective  sale  of  their  members'  produce.  A  considerable 
smaount  was  done  in  this  way  in  1916  in  connection  with  the 
supply  of  country  produce  to  the  large  numbers  of  troops  garri- 
soned in  Ireland. 

The   position  of  the  agricultural   societies    is   illustrated   by 
Table  B.     In  considering  this  table  it  must  be  borne  in  mind 

Table  B. — Progress  of  Agricultural  Societies. 

Paid  up 

Share  Loan 

Number.     Members.         Capital.  Capital.  Turnover. 

1806             38             3,000                1,630  1,124  39.741 

1901            112           11,695               3,053  11,285  71,704 

1906            159           13,063               5,553  29,812  73,475 

1911            171            18,271               6,836  40,672  119.199 

1915           219            23,450             31,734  52,187  310,341 

that  throughout  the  dairying  districts  of  Ireland  there  are  flourish- 
ing creameries  in  existence ;  the  supply  business  is  largely  done 
through  them,  and  it  is  not  considered  advisable  to  start  new 
societies  for  the  purpose. 

It  will  at  once  occur  to  the  reader  that  the  individual  societies 
scattered  throughout  the  country  would  have  little  or  no  power 
to  do  anything  more  than  to  save  a  small  amount  of  retailers* 
IMTofits;  nor  would  they  be  in  a  position  to  give  any  guarantee 
of  quality.  From  the  time  when  the  first  five  or  ^ix  of  these 
bodies  came  into  existence  it  was  apparent  that  they  must  com- 
bine for  buying,  analysis,  and  so  on,  in  order  to  be  effective. 
They  had  already  a  Federation  in  the  I.A.O.S.,  but  this  society 
was  and  is  (in  spite  of  frequent  misrepresentation)  a  strictly 
advisory,  non-trading  body,  and  coidd  not  help  them  in  this 
matter.  Consequently,  the  Irish  Agricultural  Wholesale  Society, 
Ltd.,  generally  known  as  the  I.A.W.S.,  came  into  exist^ice  in 
1898  as  a  trade  federation  of  the  local  societies.  Its  objects  are 
those  common  to  all  co-operative  trade  federations — ^to  supply  the 
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affiliated  societies  with  goods  of  guaranteed  quality  for  resale  to 
their  members  at  as  low  rates  as  possible,  and  also  to  market 
the  produce  of  agricultural  societies.  From  the  outset  it  was 
bitterly  opposed  by  powerful  combinations  and  was  in  some  cases 
forced  to  import  supplies  direct  from  America.  But  after  a  few 
years  of  persistent  effort,  the  I.A.W.S.  was  able  to  claim  to 
have  effected  a  reduction  to  farmers  of  no  less  than  50  per  cent, 
in  the  price  of  guaranteed  manures,  and  to  have  compelled  the 
larger  seed  merchants  to  adopt  the  practice  of  having  seeds  tested 
and  sold  under  certificate.  The  volume  of  business  (transacted, 
it  may  be  noted,  on  an  exceedingly  slender  capital)  has  con- 
tinuously and  rapidly  increased,  as  may  be  seen  from  the  follow- 
ing Table  C.  In  1917  its  turnover  is  expected  to  exceed 
JEfiOO^OOO. 

Table  C.-^I.A.W.S. 


Paid  up 
Capital. 

Loan. 

Biembera. 

Capital. 

Turnover. 

1899 

83 

2,493 

1,636 

36,799 

1903 

86 

— 

— 

64,936 

1907 

156 

3,833 

3,327 

65,638 

1911 

216 

8,063 

11,154 

132,929 

1915 

3S7 

12,158 

15,074 

375,379 

Two  interesting  developments  of  the  agricultural  societies 
deserve  notice.  The  introduction  of  modem  methods  of  tillage, 
and  particularly  of  the  catch-cropping  system  which  has  been 
widely  advocated  by  the  I.A.O.S.,  has  increased  the  demand  for 
labour-saving  machinery.  The  need  for  such  machinery  is  par- 
ticularly felt  in  Ireland,  where  labour  is  increasingly  scarce  and 
wages  necessarily  low.  But  thei  average  small-holder  cannot 
aff(Mrd  to  purchase  expensive  machinery  for  his  own  use,  and  the 
opportunity  offered  by  co-operation  is  admirably  adapted  for 
getting  over  this  difficulty.  In  some  cases  special  societies  have 
been  formed  for  the  purpose  of  buying  implements  (on  an  over- 
draft obtained  from  the  bank)  and  hiring  them  out  to  the  mem- 
bers in  rotation  at  reasonable  terms.  Wherever  possible  this 
^<ak  has,  however,  been  combined  with  the  ordinary  business 
of  an  existing  agricultural  society.  The  results  have  been  re- 
markable; methods  of  cultivation  hitherto  unknown  have  been 
infaroduoed  into  the  most  backward  districts  with  a  consequent 
increase  of  tillage  amounting  in  some  cases  to  as  much  as  100  per 
cent,  in  two  or  three  years.  It  is  unfortunate  that  the  relations 
between  the  Department  of  Agriculture  and  the  I.A.O.S.  have 
not  been  such  as  to  allow  these  societies  to  attain  their  full  effec- 
^eness,  and  this  is  certainly  a  case  in  which  technical  instruc- 
tion from  the  State  Department  should  go  hand  in  hand  with 
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the  improved    business    methods    introduced  by  the  voluntary 
body. 

The  second  development  is  that  of  "general  purpose  "  stares, 
extending  the  scope  of  the  ori^nal  agricultural  societies  in  such 
a  way  as  to  supply  all  the  domestic  requirements  of  their  mem- 
bers. This  enlargement  has  been  looked  upon  askance  by  the 
authorities,  who  are  influenced  by  the  complaint  of  the  "legi- 
timate trade,'*  that  it  is  unfair  that  farmers  should  undertake 
their  own  shopkeeping ;  it  has  been  made  a  condition  of  the  some- 
what meagre  financial  assistance  given  to  the  I.A.O.S.  by  the 
Treasury  through  the  medium  of  the  Development  Commissioners 
that  the  central  body  shall  not  organise  societies  for  other  than 
purely  agricultural  purposes.  But-  neither  the  Treasury  nor  the 
I.A.O.S.  can  prevent  the  existing  agricultural  societies  from 
developing  their  business  in  any  direction  they  choose,  and  the 
fact  is  that  there  is  an  ever-increasing  demand  throughout  Ireland 
for  stores,  and  that  the  majority  of  societies  which  have  added 
to  this  business  in  this  way  have  profited  both  themselves  and 
the  surrounding  population  by  doing  so.  In  many  rural  districts 
the  chief  need  of  the  poorer  classes  is  an  agency  which  can  free 
them  from  the  petty  tyranny  of  the  local  storekeeper.  Further- 
more the  extra  turnover  and  continuity  of  business  afforded  by 
this  addition  to  the  scope  of  a  society  has  an  excellent  effect  in 
sustaining  interest  in  the  conduct  of  its  affairs,  and  the  wider 
margin  of  profit  allowed  in  the  case  of  domestic  requirements 
enables  the  Committee  to  pay  reasonable  wages  for  a  permanent 
staff.  An  agricultural  society  pure  and  simple  which  does  not 
handle  any  business  except  that  of  seeds  aiid  fertilisers  is  very 
apt  to  degenerate  into  a  fortuitous  combination  which  is  active 
only  at  certain  periods  of  the  year. 

A  form  of  co-operation  which  has  done  much  for  Ireland,  but 
is  now  somewhat  under  a  cloud,  consists  in  the  organisation  of 
credit  societies  or  agricultural  banks.  In  the  early  days  of  the 
movement  these  societies  were  formed  in  many  of  the  poorest 
parts  of  the  West  and  were  of  the  greatest  service  in  providing 
working  capital  for  small  farmers  to  tide  over  temporary  diffi- 
culties. The  form  adopted  was  taken  from  the  Baiffeisen  banks 
of  Germany,  and  the  principle  of  unlimited  liability  was*  uni- 
versally accepted.  Loans  are  made  on  personal  security  at  a  low 
rate  of  interest  (usually  from  5  per  cent,  to  7  per  cent.)  for  repro- 
ductive purposes  only  and  for  a  period  in  no  case  exceeding  one 
year.  The  maximum  loan  is  as  a  rule  £50,  but  the  general 
average  is  in  point  of  fact  far  smiJler  than  this,  being  from  £2 
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to  £10  in  most  parts  of  the  country.    Being  organised  under  the 

JPriendly  Societies  Act  ratber  than  the  Industrial  and  Provident 

Societies  Act,  owing  to  their  unlimited  liability,  the  credit  socie- 
ties have  no  trading  powers,  which  considerably  restricts  their 

scope  as  against  that  of  the  German  mstitutions.     Furthermore, 

the  competition  of  the  Post  Office  Savings  Bank,  combined  with 

the  habitual  distrust  of  the  Irish  farmer  for  any  financial  in- 

stitution    which    has   not    Government    backing,    has   made    it 

extremely  difficult  for  most  of  these  societies  to  obtain  deposits. 

As  a  consequence,  the  "thrift"  which  was  so  essential  a  feature 

in  the  German  model  has  been  rather  lost  sight  of  in  Ireland,  !l 

and  the  agricultural  banks  have  tended  to  become  indeed  "credit  fi 

societies"  rather  than  true  banks.     The  unfortunate  result  of  this 

is  that  they  do  not  act  as  collecting  centres  for  a  central  body 

as  is  so  largely  the  case  in  Germany  and  Austria,  and  thus  they 

do  nothing  to  relieve  the  chronic  scaicity  of  capital  from  which 

the  whole  movement  suffers.     At  the  same  time  theu:  importance 
remains  purely  local,  so  that  as  the  prosperity  of  a  neighbour- 
hood  mcreases  the  demand  for  the  services  of  such  a  society 
grows  less.     Por  these  and  other  more   technical  reasons  the 
credit  societies  have  not  flourished  in  the   same  way  as  other 
branches  of  the  movement.    They  alone  of  all  the  societies  have 
been  accorded  in  the  past  State  assistance  in  the  form  of  loans 
at  a  low  rate  of  interest.     This  inducement  no  doubt  caused  them 
to  be  easily  organised  at  one  period,  and  between  1900  and  1906 
their  growth  was  perhaps  over-rapid.     After  1907,  with  the  change 
of  pohcy  which  took  place  on  Mr.  T.  W.  Eusseirs  accession  to 
the  Department,  these  loans  were  recalled,  and  the  State  body 
became  more  or  less  unfriendly  to  the  societies.     We  need  not 
^ere  enter  into  the  details  of  a  painful  controversy ;  it  will  suffice 
to  pomt  out  that  at  the  same  time  that  the  credit  societies  were 
weakened  in  this  way  the  I.A.O.S.  also  lost  the  support,  financial 
and  moral,  of  the  State,  and  was  consequently  unable  to  devote 
BUfficient  attention  to  these  little  societies  which  were  unable  to 
P*y  in  proportion  to  services  rendered.     No  new  credit  societies 
nave  been  organised  for  some  years,  and  it  is  hoped  that  in  the 
future  this  business  may  be  transacted  where  requured  through 
agncultural  societies  on  a  limited  liability  basis.     It  must  not, 
however,  be  concluded  that  this  part  of  the  movement  is  to  be 
vmtten  down  as  a  failure.     The  reports  of  the  I.A.O.S.  contain 
many  instances  of  the  benefits  conferred  upon  the  small  farmers 
of  Ireland  by  these  societies.     The  following  extract  from  a  letter 
is  characteristic : — 
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''The  loan  of  £8  which  I  borrowed  from  the  Kilcommon  Bank 
on  August  22nd  I  applied  as  follows  :  On  August  27th  I  purchased 
ttaree  young  pigs  for  £1  15s. ;  on  February  15th  following  I  sold 
two  pigs  at  d93  15s.  I  have  kept  one,  a  sow,  for  breeding.  She 
is  now  within  three  weeks  of  young  ones  and  is  valued  at  £i. 
The  balance  of  the  loan,  £1  5s.,  enabled  me  to  hold  over  sale 
of  a  calf  which  at  the  time  would  only  have  fetched  £1  lOs.  This 
is  still  in  my  possession  and  is  well  worth  £3.  The  feeding  ictt 
pigs  would  have  been  worthless  to  me  without  them,  the  potatoes 
being  small  and  black.'' 

To  those  who  know  the  economics  of  western  farming  the 
testimony  is  eloquent — and  such  cases  are  innumerable.  It  is 
also  striking  as  showing  both  the  honesty  of  the  small-holder 
and  the  business  methods  taught  by  these  banks  that  the  £13,000 
ODce  outstanding  in  State  loans  has  now  been  repaid  in  full  with 
the  loss  only  ol  about  £150 — or  far  less  than  a  year's  interest, 
and  this  in  spite  of  the  gloomiest  forebodings  and  the  greatest 
lack  of  sympathy  in  official  quarters. 

The  miscellaneous  societies  affiliated  with  the  I.A.0.8.  are 
not  very  numerous,  but  some  of  them  are  of  considerable  im- 
portance. Thus  the  Wexford  Meat  Society  kills  cattle  and  riieep 
and  cures  bacon  for  a  large  proportion  of  the  farmers  of  Co. 
Wexford,  shipping  meat  to  England  and  saving  heavy  middle 
profits.  Its  turnover  is  as  high  as  ^680,000  a  year.  Bacon-cnring 
is  also  carried  on  co-operatively  at  Boscrea  in  Co.  Tipperary,  and 
this  society  supplies  the  town  of  Boscrea  with  electric  light.  The 
example  of  bacon-curing  is  being  followed  on  a  smaller  scale  and 
mainly  for  home  consumption  in  several  districts,  and  if  further 
developed  should  do  much  to  reduce  the  tremendous  imp(»rts  of 
American  and  Canadian  bacon,  which  are  an  illogical  feature 
of  Irish  economics. 

A  certain  number  of  poultry  and  egg  societies  ^re  flourishing 
and  have  a  considerable  turnover;  there  are  also  a  number  of 
flax  societies  in  the  North  and  one  or  two  associations  of  fruit- 
growers. In  general,  however,  the  tendency  is  to  combine  all 
the  activities  of  a  neighbourhood  in  the  hands  of  one  society  and 
thus  to  approach  the  hi^ly-organised,  self-supporting  community 
\^ich  has  been  so  long  and  so  brilliantly  advocated  in  the  writings 
of  A.E.  An  important  new  development  in  this  direction  is  the 
addition  of  milling  plant  to  co-operative  creameries.  In  view  of 
the  greatly  increased  harvests  which  may  be  expected  under  the 
new  tillage  regulations,  both  this  and  the  co-operative  storage 
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ol  grain,  which  the  I.A.O.S.  is  bow  attempting  to  wganise  on 
a  large  scale,  are  of  the  greatest  possible  importance. 

It  will  be  seen  that  ti^e  policy  of  the  I.A.O.S.  and  the  actual 
results  achieved  entitle  it  to  a  serious  consideration  in  the  re- 
shaping of  economic  life  ^which  has  been  rendered  necessary  by 
war  conditions.     The  tendency  of  the  time  is  entirely  towaords 
centralisation  and  specialised  representation  of  professional  in- 
terests, and  it  is  at  last  recognised  that  the  professional  interests 
of  agriculture  are  of  paramount  importance  to  the  national  well- 
being.     No  body  is  so  well  qualified  to  represent  them,  so  far  as 
Ireland  is  concerned,  as  this  democratically  constituted  farmers' 
parliament.    Furthermore,  the  work  of  the  co-operative  societies 
is  the  natural  corollary  of  the  policy  begun  at  so  much  cost  by 
the  Land  Acts.     The  statement  that    ''the  magic  of  property 
turns  sand  into  gold"  has  been  proved  by  Irish  experience  to 
be  only  a  half-truth.    There  is  perhaps  no  people  among  whom 
the  land  hunger  is  so  marked  a  force,  yet  without  proper  instruc- 
tion in  business  methods  the  new  small-holders  were  little,  if  at 
all,  superior  to  the  tenants  of  twenty  years  ago.     The  defect  of 
Government   policy  was  that  it  stopped  short  at  handing  over 
the  sand  without  giving  instruction  in  the  science  of  alchemy ; 
the  thanks  of  the  nation  are   due  to  Sir  Horace  Plunkett  for 
having  seen  and  put  into  practice  the  remedy  for  this  defect. 
It  is  unfortunate  that  the  work  has  not  been  more  generously 
backed  up  by  those  in  authority.     When  this  omission  is  repaired, 
as  no  doubt  in  the  course  of  reconstruction  it  will  be,  the  results 
^    should  be  tremendous. 

By  a  proper  use  of  the  machinery  provided  by  the  I.A.O.S. 
and  its  afl&liated  societies  it  should  be  possible  to  make  certain 
that  in  the  next  grave  national  crisis  Ireland  shall  not  only  be 
self-supporting,  but  able  to  contribute  a  certain  amount  of  food 
to  the  support  of  her  neighbours.  The  foregoing  brief  and  neces^ 
sarily  incomplete  sketch  of  this  machinery  will  have  served  its 
purpose  if  it  awakens  in  the  mind  of  some  English  economists 
ft  iiew  interest  in  a  form  of  economic  development  which  has 
hitherto  been  woefully  and  unaccountably  negledled. 

LioNEt,  Smith-Gordon 
Dublin,  July,  1917. 
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Modem  Currency  Reforms.    By  Proi 
(Macmillan  and  Co.,  Ltd.) 

This  publication  should  become  a 
for  those  contemplating  changes  in  c 
pendious  history  is  given  of  the  cnrrei 
the  Philippines,  the  Straits  Settlemei 
would  be  more  complete  were  the  Dul 
agua  added.  A  prScis  is  made  of  schei 
whilst  opposing  views  are  set  down  fail 
examined.  As  each  country  passes  und 
out  the  mistakes  made,  and  records 
various  matters  of  detail  and  principl 
Kemmerer  would  have  been  still  greati 
of  his  beads.  We  propose  to  pick  out 
and  see  whether  a  string  cannot  be  fo 
be  threaded  in  a  nice  graduation. 

Adverting  to  the  principal  beads, 
nised  in  the  early  days  of  these  exp 
currency,  which  is  in  equilibrium  w: 
requires,  other  things  being  equal,  m 
to  sustain  its  existing  parity.  It  mt 
silver,  or  paper,  or  sea-shells.  Indeed 
the  case  of  the  Philippines  and  the  S 
ence.  A  fear  existed  that  a  silver  t( 
above  its  value  would  be  at  the  mercy 
fact,  metallic  currency  is  in  less  dang 
for  the  machinery  and  material  necessj 
are  difficult  to  conceal  with  impunity, 
fore  minted,  which  became,  owing  to  ; 
able  than  their  legal  equivalence  in  gol 
to  recall  them  and  reduce  their  silver 

A  more  interesting  point  of  detail 
studies  is,  however,  the  question  of  th 
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higher  than  that  existing,  the  par  desired  can  be  attained  in 
three  ways :  by  a  positive  reduction  of  the  quantity  circulating ; 
by  a  negative  induction  effected  by  the  efflux  of  time,  no  additions 
being  made;  by  the  value  of  the  standard,  to  which  it  is  to  be 
attached,  falling  to  the  par  desired. 

The  last-named  method  has  not  been  attempted,  although  it 
might  perhaps  have  proved  successful  had  these  experiments  been 
deferred  to,  say,  1907.  The  first  was  adopted  by  the  late  Mr. 
Conant  and  myself  in  Nicaragua,  where  the  currency  was  an 
infinitely  depreciated  inconvertible  paper  currency.  Like  the 
Sibyl  of  old  we  burnt  vast  quantities.  The  second  has  been  the 
coarse  usually  followed,  but  there  have  been  subsidiary  variations. 
In  some  cases,  like  that  of  the  Straits  and  India,  no  par  was 
named;  the  policy  being  that  of  "wait  and  see.*'  In  others  a 
par  was  indicated  at  the  start. 

Pages  migl^t  be  written  profitably  on  the  many  considerations 
to  be  weighed  when  determining  upon  a  par.  One  country  desires 
a  high  par  owing  to  its  heavy  external  obligations  in  gold.  Another 
may  pay  more  regard  to  the  effect  upon  existing  contractual 
obligaticms  within  its  own  borders.  A  third,  like  Porto  Bico, 
may  find  new  units  of  currency  confusing  to  its  peasantry  and 
too  large  for  their  dealings.  In  this  case  the  shopkeeper  and  the 
moneylender  endeavoured  to  substitute  the  cent  of  the  dollar  for 
the  centavo  of  the  peso  in  their  prices. 

We  have  only  space  here  to  allude  to  an  aspect  of  the  problem 
which  has  not  always  been  understood,  nor,  even  when  under- 
stood, treated  with  the  attention  it  deserves.  Under  modem  con-" 
ditions  contraction  of  the  currency  takes  place  vid  the  money 
market  (c/.  the  locus  classicus  for  this  proposition  in  Professor 
Marshall's  evidence  before  the  Royal  Commission  of  1887).  But 
a  high  bank-rate  cripples  enterprise,  and  the  consequential  con- 
traction of  the  currency  (falling  prices)  cripples  it  further.  In 
other  wcMrds,  the  change  is  exceedingly  unpopular.  A  wise 
Government,  therefore,  taking  public  opinion  into  account,  does 
well  to  pause  before  it  departs  from  the  par  of  the  day. 

A  clear  conclusion  emerges  from  all  these  experiments, 
namely,  that  a  token  currency  can  be  raised  by  contraction  to 
any  parity  desired  and  maintained  thereat  if  the  governing  authori- 
ties are  prepared  in  some  way  or  another  in  some  place  or  another 
to  give  gold  in  exchange  for  it.  Where  a  country  is  an  appendage 
of  another  more  powerful  one  the  latter  usually  takes  control. 
In  canine  language,  it  wags  it  own  tail,  or,  to  adopt  a  more 
appropriate  metaphor,  the  big  brother  takes  charge  of  the  little 
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one.  This  course  has  certain  advantages  in  the  matter  of  centring 
financial  management  and  is  certainly  to  the  taste  of  the  elder 
brother.  But  a  real  danger  exists  that  the  younger  goes  to  the 
wall  and  is  left  to  pick  up  the  scraps  from  his  senior's  well- 
furnished  table. 

Exchange  standards,  which  are  all  the  vogue  just  now,  should 
not  be  more  than  half-way  houses  for  countries  passing  from  a 
lower  to  a  higher  standard  of  value,  and  they  generally  have  more 
than  a  smack  of  the  elder  brother's  selfishness.  As  between 
England  and  India  the  tendency  is  to  restrict  the  latter's  supply 
of  gold  to  occasions  when  he  has  to  pay  it  away  to  the  former. 

Properly  speaking,  England  and  India  are,  or  should  be,  on 
a  common  gold  basis,  each  using  the  currency  it  desires  and  keep- 
ing the  reserves,  which  sustain  their  token  currencies  whether 
silver  or  paper,  wholly  or  partly  in  one  country  or  the  other  as 
their  mutual  interests  dictate. 

Most  interesting  questions  circle  round  the  amount  of  gold 
to  be  held  in  reserve.  Should  it  become  much  too  large  the 
superfluity  should  go  to  the  general  exchequer.  In  this  lies  a 
temptation  to  use  the  system  as  a  revenue-producing  undertaking. 
Should  it  become  slightly  in  excess,  ihe  natural  tendency  is  to 
invest  a  portion.  That  tendency  may  equally  be  abused,  for  the 
strength  of  a  reserve  lies  mainly  in  its  being  gold,  hard  gold,  and 
not  securities,  however  liquid. 

In  a  crisis  the  release  of  gold,  when  gold  is  scarce,  clearly 
affords  greater  relief  than  to  join  in  the  scramble  for  it  by  selling 
securities. 

The  great  war  in  which  the  world  is  now  engaged  accentuates 
a  growing  apprehension  as  to  the  propriety  of  the  present  standard 
of  value.  Gold  of  recent  years  has  been  produced  in  great  abund- 
ance, whilst  the  effect  of  those  supplies  has  been  enhanced  by 
skilful  economies  effected  in  their  use.  The  result  has  been  a 
continuous  rise  in  general  prices.  Warfare  has,  moreover,  com- 
pelled many,  if  not  all,  of  the  principal  combatants  to  inflate 
their  currencies  enormously  as  a  means  of  raising  revenue,  and 
prices  have  soared  to  heights  hitherto  unreached.  The  economic 
disturbance  and  inequities  that  result  are  so  immense  that  it 
appears  more  than  ever  desirable  to  consider  afresh  other  methods 
of  determining  the  bases  of  present  and  deferred  payments  as 
may  suggest  themselves  or  perhaps  be  recovered  from  the  limbo 
of  lost  and  discarded  ideas. 

F.  C,  Harrison 
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The  Mechanism  of  Exchange:  A  Handbook  of  Currency,  Banking 
and  Trade  in  Peace  and  in  War.  By  John  A.  Todd,  B.L., 
Professor  of  Economics  and  Commerce,  University  College, 
Nottingham,  etc.  (Oxford  University  Press.  1917.  Pp. 
ix  +  255.    Price  5s.  net.) 

"Economics,"  says  Prof.  Todd  in  his  cheery  and  stimulating 
preface,  "has  come  into  its  own"  as  a  result  of  the  war.     It  is 
a  bold  and  rather  paradoxical  view,  at  a  time  when  most  of  what 
the  plain   man  believed  to  be  the  laws  of  what  he  had  been 
taught  to  regard  as  economic  science  have  been  overruled  by 
bureaucratic  fiat — when  the  supply  of  most  things  is  controlled 
and    the    demand    for   many  is  regulated,  when  capital  is  not 
allowed  to  leave  the  country  or  be  put  into  home  industry  without 
Treasury    sanction,   and  the  mobility  of  labour  is  severely  re- 
stricted.    But  the  Professor  is  seen  to  be  right  as  soon  as  we 
give  a  wide  enough  meaning  to  the  word  Economics.     The  result 
of  the  war,  as  he  truly  says,  was  "a  striking  revival  of  interest 
in  economic  problems;  and  questions  of  currency,  banking  and 
trade  naturally  attracted  the  g?:eatest  attention  because  they  were 
the  first  to  be  affected  by  the  convulsion.     Business  men  of  all 
kinds,  finding  their  business  paralysed  by  the  breakdown  of  the 
usual  monetary  and  financial  facilities,  wanted  to  know  why, 
and  they  found    that    the    answer    lay  with    the    economists." 
Whether  many  business  men  would  agree  with  the  claim  put 
forward  in  these  last  words,  I  am  rather  inclined  to  doubt.     Some 
of  them  might  maliciously  rake  up  economic  prophecies  made  at 
the  beginning  of  the  war  to  the  effect  that  it  could  not  last 
more  than  a  few  months  because  of  the  financial  exhaustion  that 
war  on  a  modem  scale  would  inevitably  produce,  and  might  also 
ask  who  was  responsible  for  the  view  that  unemployment  on 
an  appalling  scale  was  likely  to  be  one  of  its  accompaniments. 
But  when  all  this  is  admitted,  there  can  be  no  doubt  that  the 
war  has  stimulated  an  enormous  amount  of  interest  in  questions 
of  man's  economic   activity   and   achievements,   both   in  their 
bearing  on  the  war,  to  which  they  are  seen  to  be  all-important, 
and  in  their  reaction  on  after-war  problems. 

Everyone  to  his  taste.  To  some  minds  the  most  interesting 
economic  result  of  the  war  has  been  its  demonstration  of  the 
importance,  at  such  a  crisis,  of  the  man  who  can  do  certain 
humble  but  useful  jobs,  and  the  effect  on  such  folk  of  this  proof 
of  their  importance  with  regard  to  their  future  claims  on  a  higger 
share  of  the  good  things  of  the  earth.  A  war  which  produces 
a  statement  in  the  House  of  Commons  that  it  is  much  easier  to 
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replace  a  Cabinet  Minister  than  a  good  carter,  must  prcrfoundly 
affect  people's  views  concerning  the  value  of  the  services  ren- 
dered to  the  community  by  certain  of  its  members,  as  compared 
with  the  prices  paid  for  them.    Prof.    Todd,   with  the  severe 
austerity  of  the  true  economist,  confines  his  inquiry  to  the  ques- 
tion of  what  he  calls  the  Mechanism  of  Exchange,  under  which 
title  he  includes  the  whole  machinery  by  which  goods  and  services 
are    exchanged    between    individuals    and     between     naticHis. 
Economics  he  defines   (somewhat  elliptically)   as   the   "Science 
of  Exchange  Values  or  the  science  of  prices,  which  are  exchange 
values  exjMressed  in  terms  of  money  " ;  and  "  money  in  the  widest 
sense  of   the>  word,    including   metallic  money,    paper    money, 
bankers*  money,  and  the  credit  system,  is  the   means  of  ex- 
change."   And  so  it  follows  that  money  is  the  standard  of  value, 
"the  means  by  which  the  value  of  different  things  is  measured 
against  each  other,  just  in  the  same  way  as  the  relative  height 
or  weight  or  age  of  things  is  measured  ...  by  describing  them 
each    in    terms  of   certain   accepted    standards    knoven  as  feet, 
pounds,  or  years."    But  the  weak  point  of  this  monetary  measure 
is  that  it  is  not  constant  like  a  foot  or  a  pound  weight.     "The 
real  value  of  money  is  its  purchasing  power  .  .  .  and  as  a  matter 
of  fact  it  is  almost  impossible  to  prevent  that  purchasing  power 
of  money  varying  from  one  place  to  another,  and  especially  frwi 
one  period  to  another.     But  such  variation  is  fatal  to  the  per- 
fection of  money  as  a  standard  of  value.  .  .  .  During  the  last 
forty  years  the  value  of  money  as  a  whole  has  first  fallen  and 
then  risen  again  very  seriously,  aud  the  results  have  been  some- 
times disastrous  and  always  very  inconvenient."    Has  not  the 
Professor  put  the  facts  the  wrcmg  way  round  in  the  last  sentence? 
Forty  years  ago  takes  us  to  1877,  and  from  that  date  to  18W 
prices  fell  and  the  value  of  nK>ney  rose,  and  since  then  the  process 
has  been  contrariwise,  as  is  shown  by  one  of  his  own  industriously 
prepared  diagrams,  which  are  an  admirable  feature  of  his  book. 
Since,  then,  money  has  this  weakness  as  a  measure,  "the  char- 
acter of  money  should  be  carefully  studied  so  as  to  find  out  the 
nature  of  money,  how  it  does  its  work,  why  these  changes  w 
its  value  take  place,  and,  if  possible,  how  to  nx)dify  or  prevent 
them ;  and  that  is  the  underlying  object  of  this  book." 

It  is  a  great  and  inspiring  subject  that  Pr<rf.  Todd  has  chosen 
and  one  that  can  be  studied  with  especial  profit  in  the  fierce  light 
that  war's  conflagration  has  thrown  on  it.  He  has  brought  to 
its  elucidation  much  labour  and  industry  and  a  considerable  gift 
of  exposition;  and  if  one  cannot  altogether  agree  with  M  bis 
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conclusioas,  all  his  readers  will  thank  him  for  gathering  a  store 
of  facts  concerning  a  problem  of  first-rate  importance  both  during 
the  war  and  in  the  future,  when  the  joyful  but  diflficult  task  of 
reconstruction  will  have  to  be  faced. 

It  seems  to  me,  though  herein  I  differ  with  all  diffidence 
from  Profe8S(»:  Todd,  that  if  there  is  <me  economic  theory  that  the 
war  has  emphatically  confirmed,  it  is  the  Quantity  Theory,  stated 
as  follows  by  the  Professor  :  "  The  general  level  of  prices  depends 
00  the  amount  of  money  in  circulation ;  it  varies  with  the  relatbn 
or  proporticm  between  the  total  amount  of  money  in  circulation 
and  the  total  am<yunt  of  goods  or  onnmodities  in  existence  which 
must  be  exchanged  for  that  mcmey."    This  statement  of  the 
thecMy  will    {Mrobably  be    accepted    by  most  people  as  roughly 
satisfactory,  though  each  of  us  might  wish  to  alter  it  in  some 
Bmall  detail,  and  it  leaves  out,  though  Prof.  Todd  allows  for  it 
elsewhere,   the  important  and  elusive  question  of  the  velocity 
of  circulation.     Chapter  XIII.  is  devoted  to  "The  Test  of  the 
Quantity  Theory,"  and  opens  with  the  question  :  "Is  the  Quan- 
tity Theory  of  Money  true?    Does  the  general  level  of  prices 
depend  on  the  amount  of  money  in  circulation,  and,  particularly, 
does  it  depend  to  any  extent  on  the  total  gold  supply  or  on  the 
amount  of  gold  in  use  as  mcHiey?  '*    In  putting  his  problem  thus, 
Prof.  Todd  sets  a  trap  into  which  he  himself  afterwards  walks. 
The  Quantity  ThecM^r  depends  for  its  truth  on  the  acceptance 
of  all  forms  of  mcmey  that  is  taken  in  payment  for  goods  as 
equal  in  their  effect  on  prices.    If  I  buy  a  pair  of  boots  and  the 
bootmaker  is  (Mrepared  to  take  payment  from  me  in  a  cheque, 
or  a  sovereign,  or  a  Treasury  Note,  or  silver,  it  does  not  matter 
which  form  of  cmrency  I  use,  when  by  handing  it  over  I  clear 
the  boot-market  of  that  pair  of  boots.     Whether  the  volume  of 
money  depends  on  the  volume  of  gold  is  a  quite  separate  ques- 
tion, which  does,  not  affect  the  validity  of  the  Quantity  Theory. 
If  gold  were  demonetised  and  were  entirely  and  exactly  replaced 
by  paper,  and  the  level  of  prices  remained  the  same,  the  Quan- 
tity Theory  would  be  not  disproved,  but  confirmed.    Much  con- 
fusion has  been  produced  before  the  war,  and  especially  during 
its  course,  in  discussions  on  the  Quantity  Theory  and  on  Inflation, 
by  this  irrelevant  entanglement  of  the  relaticm  between  prices 
wd   the   volume   of   gold;     and    Prof.    Todd    seems   to   have 
furthered  this  i»ocess  of  confusion.     He  finds  that  before  the 
war  there  was,  over  a  long  course  of  years,  a  remarkable  coin- 
cidence between  the  world's  gold  supply  and  the  general  level 
of  prices.     He   thinks   that  this  coincidence   would  be   quite 
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convincing  **were  it  not  for  the  difl&culty  c 
supremacy  of  gold,  in  face  of  the  fact  . 
indeed  money  of  any  kind,  plays  such  ai 
in  the  enormous  volume  of  the  world's 
What  monetary  transaction  can  take  pi 
any  kind  "  ?  Apparently,  by  money  the 
of  legal  tender  money ;  and  again  on  th 
speaks  of  "the  amount  of  payments  ma 
money  passes,"  and  yet  on  the  first  p 
defined  money  (as  quoted  above)  as  ii 
bankers'  money,  and  the  credit  systen: 
exasperates  the  puzzled  economic  studei 
of  his  teachers  of  using  the  terms  of 
senses  on  different  pages.  Coming  ne 
the  war.  Prof.  Todd  thinks  that  "at  first 
incapable  of  any  explanation  which  wc 
sistent  with  the  theory.  For  the  facts  a 
level  of  prices  has  risen  since  the  war 
modern  times,  while  the  gold  output  ha 
it  was  before  the  war."  So  he  is  hoi 
being  astonished  at  a  huge  rise  in  prices 
in  gold,  whereas  if  he  had  steadily  regj 
accepted  currency  he  would  have  found 
a  striking  enough  relation  to  the  rise 
Quantity  Theory  very  handsomely.     S< 

'  for  the  rise  in  prices  by  such  items  as  lal 
by  saying  that  prices  rose  because  they 
on  to  "theories  afloat  as  to  other  cans 
within  the  scope  of  the  Quantity  Theoi 
use  of  paper  money  and  inflation  o 
financing  of  the  war  in  the  shape  of  ^ 
Exchequer  Bills  [sic^,  etc."  Prof.  Tc 
of  these  theories  is  disposed  of  by  th( 
crease  of  currency  due  to  the  issue  o 
some  £120,000,000  up  till  the  end  of  1\ 
that  many  of  these  Treasury  Notes  ^ 
proceeds,  "even  the  total  amount  woul 
enough  under  present  circumstances  t< 
two  reasons.  In  the  first  place,  the 
are  in  every  way  unique,  and  it  is  p] 
the  changes  has  been  to  make  people  \ 
another  a  great  deal  more  than  thej 
really  a  very  curious  argument.     Peopl 
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they  could  not  do  if  more  money  had  not  been  handed  out  to 
them)  and  consequently  the  fact  that  more  money  is  used  cannot 
be  a  cause  of  the  rise  in  prices.     "Finally,"  continues  Prof. 
Todd,  "it  seems  hard  to  believe  that  there  could  have  been  any 
marked  rise  of  prices  due  to  excessive  issue  of  paper  money  (which 
is  equivalent  to  the  depreciation  of  the  paper  money)  without 
there  having  been  some  disposition  on  the  part  of  the  public  to 
prefer  gold  to  paper,  and  any  signs  of  such  a  tendency  are  entirely 
wanting  either  at  home  of  abroad.     The  paper  money  has  main- 
tained its  value  absolutely,  and  that  is  not  to  be  wondered  at 
in  view  of  the  fact  that  the  Treasury  Notes  are  in  the  last  resort 
convertible  into  gold  at  the  Bank  of  England,  though  sensible 
and  patriotic  people  have  never  shown  the  least  desire  to  con- 
vert them,  but  have  given  up  the  ^old  habit  completely,  for  the 
duration  of  the  war  at  least."    Here  the  Professor  supplies  his 
own  answer.     Patriotism  and  good  sense  have  made  people  give 
up  the  gold  habit,  and  so  paper  is  king  for  the  time  being.     But 
the    statement    that    paper    money  has  "maintained  its  value 
absolutely  "  will  again  confuse  a  student  who  remembers,  in  the 
first  place,  Prof.  Todd's  own  statement  that  the  value  of  money 
is  its  purchasing  power ;  and,  in  the  second,  the  great  rise  in 
prices  which  has  diminished  that  purchasing  power  so  seriously. 
One  of  the  chief  items  in  the  excessive  creation  of  currency 
during  the  war,  namely,  the  increase  in  bank  deposits  through 
the  planting  of  securities  on  the  banks  by  the  Government,  is 
only  referred  to  in  a  footnote  to  p.  170.     Prof.  Todd  deals  at 
greater  length  with  the  advances  by  bankers  to  customers  against 
Government  securities,  but  he  thinks  that  this  method  of  infla- 
tion has  been  adopted  here  to  a  comparatively  slight  extent. 
The  increase  of  bank  deposits  he  seems  to  ascribe  to  the  increased 
value  of  our  industrial  output,  due  to  the  rise  in  prices.     So, 
once  more,  there  is  more  money  because  prices  have  risen,  and 
therefore  the  rise  in  prices  cannot  be  debited  to  the  increase  in 
money.     "The  long  and  the  short  of  it  is  that  no  one  can  tell, 
and  one  opinion  is  worth  no  more  than  another  on  a  question 
where  the  facts  are  not  merely  obscure,  but  almost  unascertain- 
able  from  their  very  nature."     Such  is  the  Professor's  conclusion. 
To  me,  having  had  the  benefit  of  reading  Prof.  Shield  Nicholson's 
address  to  the  Statistical  Society  on  "Statistical  Aspects  of  In- 
flation," it  seems  clear  that  there  has  been,  as  he  therein  stated, 
"an  abnormal  growth  in  the  various  kinds  of  currency  as  com- 
pared with  the  pre-war  rates  of  increase,"  and  "an  abnormal  rise 
in  the  prices  of  all  the  groups  of  conmiodities  used  for  index 
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numbers."  It  also  seems  clear,  though  I 
Todd  that  on  this  difficult  question  one  ( 
as  bad)  as  another,  that  this  general  rise  ir 
taken  place  without  the  increase  in  curr< 
it  no  increase  in  demand  could  have  been  ' 
Prof.  Shield  Nicholson  also  gives  his  autli 
"the  root  cause  of  the  inflation  of  the  ( 
great  expansion  of  Governmental  credit/* 
of  all  who  see  the  serious  evils  now  being 
tion,  especially  in  its  effect  on  the  mind 
to  press  for  sounder  methods  of  war  fina 


Peaceful  Penetration.    By  A.  D.  McLabi 
tralian  in  Germahy,"  etc.    (Constable 

Sevbbal  books  have  been  written  du] 
on  "peaceful  penetration"  as  understood 
Germans.  Those  of  M.  Henri  Hauser, 
Signor  Preziosi,  which  were  reviewed  in 
1916,  gave  a  fairly  exhaustive  survey  of  tl 
attempt  to  secure  economic  ccmtrol  of  the 
McLaren  has  not  much  that  is  fresh  to  tel 
carried  out  by  Germany  in  European  co 
of  the  German  colonial  effort,  especially  : 
will  probably  be  news  to  most  of  us  in 
the  facts  were,  no  doubt,  already  well  ki 
Ausfaralia  and  New  Zealand.  I  am  referri 
set  on  foot  by  the  ingenious  oontroUei 
politik,  not  to  the  more  recent  manifesta 
which  the  state  of  the  metal  industry  in 
example,  requiring  drastic  measures  aft< 
part  of  the  Commonwealth  Governmec 
aware  now  that-when  the  war  tn-oke  o 
control  of  the  Broken  Hill  Mines,  the 
other  industrial  organisations  in  Australit 
were  bound  by  contract  to  confine  the 
German  agents.  As  Mr.  McLaren  puts 
had  worked  out  in  this  fashion — Great  B 
in  America ;  Germany  paid  d930  for  spel 
Australian  ores."  Long  before  the  6e 
of  Broken  Hill,  to  possess  colonies  ^ 
Before  the  German  Empire  came  into  I 


Digitized  by 


Google 


1917]         MCLAREN  :  PEAOBFUL  PBNBTBATIOK  373 

G^cnnan  to  maintain  that  the  absence  of  colonies  was  due  to  the 
politically  disorganised  condition  of  the  Fatherland,  and  to  claim 
sympathy  for  a  hardly  treated  people ;  but  since  the  acquisition  of 
cdonies  by  the  Beich  the  real  nature  of  the  obstacle  which  has 
stood  in  the  way  of  German  colonial  enterprise  has  become 
af^iarant  to  all  but  the  Germans  themselves,  viz.,  the  fact  that 
there  have  never  been  any  large  number  of  Germans  who  desired 
to  go  to  a  German  colony,  except  as  officials.  Germans  who  left 
the  Fatherland  did  not'  do  so  in  order  to  begin  life  again  under 
a  Prussianised  German  Government,  with  its  class  distinctions 
and  red  tape ;  they  left  it  in  order  to  dwell  in  a  free  country,  and 
therefore  went  either  to  one  of  our  colonies  or  to  America.  Mr. 
McLaren  tells  us  that  he  was  at  Bremen  some  years  ago  when 
a  big  steamer  left  for  Australia  with  a  number  of  Germans 
who  intended  to  settle  there.  "The  German  Government  im- 
plored them  to  go  to  South- West  Africa  instead  of  Australia,  and 
remain  true  to  the  Fatherland,  but  not  one  of  them  changed  his 
mind." 

Mr.   McLaren  quotes  Mr.  Poultney  Bigelow  as  having  said 
(the  reference  is  not  given)  that  he  once  met  a  young  German 
who  announced  that  he  was  going  to  Hongkong  to  settle  down. 
Asked  why  he  did  not  go  to  his  own  colony,  Kiao-Chow,  he 
vigoroaBly  repudiated  the  suggestion  and  declared  that  he  was 
8om^>ody  at  Hongkong,  but  among  the  military  at  Kiao-Chow 
he  was  a  mere  nobody,  in  fact,  "a  civilian."    In  view  of  these 
difficulties,  the  German  Government  fell  back  on  the  idea  of 
obtaining  through  its  subjects  abroad  a  controlling  political  posi- 
tion in  non-Ge.rman  colonies,  such  as  they  were  trying  to  establish 
in  foreign  countries,  and  no  sense  of  gratitude  to  the  people  who 
gave  them  shelter  (to  say  nothing  of  a  feeling  of  honour)  has 
prevented  Germans  either  in  colonies  or  anywhere  else  from  falling 
in  with  this  treacherous  scheme  so  far  as  they  could  do  so  safely. 
Ib  order  to  carry  out  this  policy  the  German  Government  spent 
a  great  deal  of  money  in  sending  out  emissaries  to  ''organise" 
the  Germans  who  had  expatriated  themselves,  but  were  not  in- 
accessible to  money  and  blandishments  on  the  part  of  the  agents 
of  the  Beich.    What  had  always  been  regarded  as  a  harmless  and 
lather  touching  trait  in  the  German  character — the  tendency  to 
form  gynmastic  clubs,  music  associations,  etc. — greatly  facilitated 
the  kind  of  activity  which  culminated,  in  the  United  States,  in 
the  insolent  attempts  of  Boy-Ed,  von  Papen,  and  even  higher 
per8(mage8,'to  influence  the  American  people's  attitude  in  regard 
to  the  war.    That  the  plans  of  **  Deutschtum  "  were  essentially 
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anti- American,  as  well  as  anti-British,  is  ( 
as  long  ago  as  1901  the  ZenLralbund  of 
the  introduction  of  the  German  language  ii 
of  America. 

This  demand  for  the  recognition  of  th 
taken  the  form  of  the  creation  of  Gern 
South  Africa,  and  Australia,  which  man} 
should  not  have  been  allowed.  Mr.  M( 
months  before  the  war  a  Berlin  paper  sugj 
in  Canada  should  agitate  for  the  recogniti 
official  language  in  addition  to  English  a 
tice  of  taking  advantage  of  the  liberal  last 
in  order  to  pave  the  way  for  their  conquesi 
which  make  it  impossible  for  the  civilise 
many's  pretensions.  Having  failed  to  e 
the  territories  which  the  real  colonising  r 
to  take  possession  of,  in  the  hope  of  modif; 
herself  troublesome  to  strong  Powers  and 
the  German  Government  has  been  pre{ 
by  conquest,  * 'ready  made,"  in  Australia, 
These  ready-made  colonies  were  to  be  am 
German  people  having  been  taught  sinc( 
Clausewitz,  that  war  is  ''a  continuation  o 
In  this  ccmnection  Mr.  McLaren  meni 
that  when  visiting  the  Kolonialmuseun 
found  ^hat  "the  vestibule  was  full  of  m< 
Dreadnoughts,"  the  German  idea  of  cc 
mixed  up  with  a  huge  navy.  The  po 
unpleasant  wai^f  fairly  successful  in  the 
Gladstone  Government  agreed  to  the  oc< 
Guinea  and  the  adjoining  islands,  and 
peace  and  quietness,  in  spite  of  the  obj 
tralian  States  and  New  Zealand.  Th 
menschen  looked  forward  to  Germanisic 
knowledge ;  but  it  is  very  doubtful  whet 
quietly  acquiesced  in  the  fate  proposed 
been  driven  out  of  South  Africa.  The 
McLaren,  only  14,816  Germans  in  Soui 
years'  occupation  of  that  country,  dui 
has  been  continually  whining  about  hei 
of  the  Boers  who  settled  in  the  coloi 
hostility  to  us  were  glad  to  come  bad 
that  there  they  had  gone  out  of  the  f: 
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there  was  ''too  much  damned  government  under  the  Germans." 
Mr.  McLaren  has  a  good  deal  to  say  on  Australia  in  world-politics 
which  is  interesting.  He  considers  that  Australia  could  not  but 
be  affected  if  the  German  plans  for  domination  in  Turkey  and 
eventually  in  the  Persian  Gulf,  and  the  Near  East  generally,  suc- 
ceeded. But  these  grandiose  schemes  of  the  fierce  military  caste 
which  has  dominated  Germany  since  1871  could  not  be  realised 
without  arousing  the  opposition,  open  or  covert,  of  the  whole 
civilised  world,  and  Australia  is  no  longer  likely  to  have  to  face 
the  danger,  unless  she  and  we  and  the  other  countries  sink  back 
after  the  war  is  ended  into  the  same  state  of  careless  security 
as  we  were  lapped  in  before  1914. 

Wynnard  Hooper 


A  National  System  of  Economics:  With  a  Consideration  of  the 
Paris  Economic  Resolutions  and  of  their  Influence  on 
Nationality.  By  J.  Taylor  Peddie,  F.S.S.  (University  of 
London  Press.     1917.     Pp.  xxvi-f  299.) 

The  University  of  London  Press  is  said  to  have  been  estab- 
lished with  the  distinct  purpose  of  reflecting  credit  upon  the 
University,  so  that  I  turned. with  high  hopes  to  what  is,  so 
far  as  I  know,  its  first  economic  publication.  A  sad  disillusion- 
ment awaited  me.  Mr.  Peddie  has  no  qualifications  whatever 
to  found  a  national  system  of  economics  or  to  write  anything 
whatever  about  political  economy,  which  he  describes  as  an 
empty  phrase — "  The  term  political  economy  is  an  empty  phrase ; 
it  signifies  nothing  in  modern  practice ;  it  has  outlived  its  useful- 
ness unless  it  be  retained  for  the  purpose  of  defining  the  science 
of  Laissez  faire,  Laissez  passer,  as  enunciated  by  John  Stuart 
Mill  and  the  Cobdenite  schoor*  (p.  264).  He  shows  no  trace 
of  any  acquaintance  with  modem  economics.  "After  completing 
the  present  work  a  friend  referred  him  to  an  American  translation 
of  Frederick  List's  *  National  System  of  Political  Economy '  " 
(p.  xi) — a  proposition  which  must  be  construed  in  defiance  of 
gnunmar — and  he  added  the  last  chapter  and  some  footnotes, 
never  having  heard  apparently  of  List  before.  He  thinks  he  has 
made  a  great  contribution  to  the  history  of  economic  theory  by 
discovering  **in  a  second-hand  bookshop"  (pp.  xi  and  243)  a 
c<^y  of  Adam  Smith's  "Moral  Sentiments"  containing  the  1790 
preface.  This  preface,  he  assures  us,  "can  only  be  known  to  a 
very  limited  circle,"  whereas  everyone  who  has  a  post-1790 
edition  of  the  "Moral  Sentiments"  possesses  it,  and  it  was  re- 
ferred  to   by   Millar   and   Dugald    Stewart,  and   served   to   aid 
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conjectures  about  Adam  Smith's  Glasgow  teaching  for  nearly  a 
century  until  the  publication  in  1896  of  the  notes  of  his  *' Lec- 
tures" set  all  doubts  at  rest  (see  Eae's  Life  of  Adam  Smttfc, 
1895,  p.  55). 

On  p.  7  the  author  delivers  himself  as  follows:  **  Unfortu- 
nately empiricism  is  synonymous  with  Laissez  faire  and  LaUsez 
passer  "—he  really  believes  i;his,  see  pp.  37,  163,  258,  266— "the 
basis  of  our  present  economic  life,  with  the  result  that  our  people 
have  been  accustomed  in  the  past  to  follow  mere  catchwords  and 
phrases  and  not  any  definite  system  of  economic  science.  Our 
main  purpose,  therefore,  in  dealing  with  the  subject  is  to  demon- 
strate, to  the  best  of  our  ability,  that  economic  science  is  in  a 
very  backward  condition  in  the  world  generally,  and  that  it  is 
difificult  to  understand  why  the  professors  at  the  Universities 
have  neglected  its  development  from  the  standpoint  of  nation- 
ality," Germany  is  perhaps  outside  **  the  world  generally": 
what  "the  subject "  is  it  is  difficult  to  discover  from  the  context, 
so  that  it  is  not  certain  whether  the  "  main  purpose  "  of  the  whole 
book  or  only  that  of  the  remainder  of  Chapter  I.  is  being  in- 
dicated, but  neither  in  the  chapter  nor  in  the  whole  book  can  I 
find  any  semblance  of  a  proof  either  that  economic  science  is  in 
a  backward  condition  or  "that  it  is  difficult  to  understand"  the 
neglectful  attitude  of  professors.  Mr.  Peddie  knows  nothing  of 
economic  science  or  of  its  professors,  and  his  book  consists  of 
the  incoherent  and  worthless  matter  which  can  be  poufed  forth 
by  any  man  in  the  street  who  can  read  a  little  of  the  newspapers 
and  has  got  hold  of  a  chance  assortment  of  half  a  dozen  books 
on  economic  subjects. 

If  economic  science  were  in  a  backward  condition,  could  we 
wonder  when  we  have  an  example  like  this  of  the  way  in  which 
it  is  treated  by  men  professing  other  sciences?  Men  of  science 
in  all  other  departments  as  a  rule  know  that  they  are  unacquainted 
with  the  elements  of  the  sciences  which  they  have  not  studied ; 
but  owing  to  some  strange  hallucination  many  of  them  make  an 
exception  of  economics.  And  so  we  have  this  book  published 
by  a  University  Press  which  could  not  conceivably  have  published 
a  book  on  the  same  plane  if  it  had  dealt  with,  say,  mathematics 
or  any  of  the  natural  sciences. 

There  is  nothing  to  be  surprised  at  in  this :  it  is  the  way 
of  the  world.  But  it  is  surprising  that  the  literary  style  of  the 
book  did  not  suggest  caution.  Simple  eiTors  of  grammar  are 
common,  and  the  few  passages  which  follow  will  indicate  suffi- 
ciently the  literary  capacity  of  the  author  : 
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''The  war  and  its  enormous  direct  and  indirect  non-productiTe 
expenditure,  combined  with  the  Inrutality  and  mentality  ot  the 
German  Huns,  have  caused  all  secticms  of  public  opinion  in  Oreat 
Britain  to  scrap  their  pre-war  political  and  economic  views** 
(p.  4). 

**Liet  us  make  the  British  Empire  strong,  self-sufficient,  and 
above  all  independent "  (p.  49). 

"Marx  advances  a  very  interesting  pwnt,  which  seems  to  be 
the  kernel  of  his  arguments.  It  requires  attention,  for  it  has 
been  soaked  into  the  mentality  of  <»^anised  labour  throughout 
the  world,  and  has  become  an  obsession  with  it.  In  the  absence 
of  a  more  accurate  interpretation  it  clings  to  this  straw  in  a 
most  religious  manner  "  (pp.  105-6). 

"Each  of  these  groups  is  unquesticmably  chasing  the  shadow 
up  a  blind  alley,  and  it  is  this  gro^HUg  in  the  dark  which  is 
responsible  for  the  industrial  unrest"  (pp.127-8). 

"The  descriptive  term  *  raw  materials'  which  occurs  in  the 
resolutions  oqght  not  to  have  been  used — it  is  indefinite  in  form. 
AcccH-ding  to  the  dictionary,  the  word  '  raw  *  is  defined  as  '  some- 
thing without  a  skin ;  an  open  sore.'  In  view  of  this  it  can  never 
be  si^tisfactorily  explained  why  such  a  descriptive  term  has,  for 
instance,  been  given  to  iron  ore,  or  how  it  originated  "  (p.  8). 

The  University  of  London  Press  seems  likely  to  be  regarded 
as  "a  raw  '*  in  the  second  sense  given  by  Mr.  Peddie's  dictionary, 
unless  indeed  the  Faculty  of  Economics  can  succeed  in  making 
it  feel  like  a  raw  in  the  first  of  the  two  senses. 

Edwin  Cannan 


The  Industrial  Outlook,  By  various  writers.  Edited  by  H. 
Sanderson  Furniss,  M.A.  (London  :  Chatto  and  Windus, 
1917.   Pp.  ix+402.) 

Apart  from  the  intrinsic  merits  of  this  volume  of  essays,  it 
derives  a  special  interest  from  the  fact  that  it  is  eminently  repre- 
sentative, both  in  outlook  and  in  method  of  approach.  The 
"various  writers  "  themselves  may  be  said  to  constitute  a  group  of 
younger  economic  teachers  at  other  universities  than  Oxford  or 
Cambridge,  and  of  teachers  who  have  been  for  the  most  part  in 
touch  with  W.E.A.  students.  Their  point  of  view  represents,  in 
fact,  neither  middle-class  nor  Socialist  economics,  but  what  one 
may  regard  as  the  economic  outk)ok  of  the  more  thoughtful 
"worker,"  reflected  through  the  medium  of  academic  sympa- 
thisers.    It  is  not  surprising,  therefore,  that  the  motif  running 
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though  the  collection  of  essays,  and  gi 
the  unity  of  an  argument,  is  the  probl 
industry  "  as  it  presents  itself  in  varyiu| 
It  would  have  perhaps  been  better  if 
limited  to  the  elucidation  of  that  very  ^ 
tion ;  as  it  is,  the  book  is  either  too  largi 
for  its  title.     It  includes,  for  example 
Problems"   (by  Mr.  Arthur  W.  Ashb 
breaks  off  the  argument  at  a  rather  ci 
brought  into  direct  relation  with  the 
whole,  followed  by  another  chapt^  (b] 
"Credit  and  Bankmg,"  and  on  "Industr 
W.  H.  Pringle),  after  which  the  main  \ 
final  chapter  on  "The  State  and  the  C< 
book  might,  therefore,  have  very  well 
for  example,  no  chapter  on  education, 
it),  as  it  might  perhaps  have  included 
the  three  chapters  referred  to  are  amon 
they  are  certainly  the  least  documentec 
would  have  been  better  if  they  had  b 
position  as  they  are  in  substance  from  t 
seems,  moreover,  to  have  been  too  lil 
the  various  writers;  a  little  more  adj 
vented  some  overlapping  and  repetitio: 
confusion  in  the  mind  of  the  reader, 
/of  form  are  to  a  great  extent  remedied  I 
introduction  of  the  editor,  to  which,  lil 
reader  is  advised  to  return  at  the  end. 
As  regards  the  main  argument  of  t 
that  the  various  writers  have  advance 
the  statement  of  the  problem.     It  n 
hand,  that  the  statement  of  this  as  < 
than  half  of  its  solution;  unfortunat 
always  free  from  vagueness  and  even 
sion,  or  at  any  rate  ambiguity.     As  t 
brief  but  admirable  survey,^  there    is 
involved ;  the  control  of  industry  may 
As  one  of  the  writers  puts  it :  "  The  sc< 
a  share  in  the  control  of  working  001 
whole  functions  of  the  employer,  and 
enough."    If,  for  instance,  the   "cla: 
"workshop  control,"  that  is,  if  what  1 
voice  in  the  actual  arrangement  of  th 
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ence  from  overlookers  and  managers,"  few  would  deny  that  this 
is  not  only  a  reasonable  but  fruitful  demand.   It  is,  indeed,  not  so 
simple  as  it  looks  :  as  Mr.  Furniss  admits.    It  would  involve  a 
good  deal  of  reorganisation  in  workshop  methods,  and  might  not 
be  immediately  practicable  in  all  industries ;  it  is,  however,  un- 
doubtedly what  Jevons  would  have  regarded  as  a  case  for  light- 
as  well  as  fruit-bearing  experiment.    There  is  also  wide  room  for 
the  desire  of  the  workers  for  a  greater  measure  of  control,  in  the 
general  sense  of  control  (with  or  without  the  co-operation  of  the 
State),  over  the  conditions  of  their  working  lives,  in  respect 
not  only  of  wages,  but  of  "working  conditions"  generally,  of 
social  insurance,  and  still  more  generally  of  greater  freedom  and 
responsibility  in  the  ordering  of  their  own  lives.    But  here  we  are 
already  on  the  road  to  something  other  than  the  "wage-earning 
system" — ^to  syndicalism  and  guild  socialism,  which  again  in- 
volves the  question  of  the  measure  of  control  that  is  to  be  given 
to  consumers  and  the  State.     All  these  rather  exciting  and  fascin- 
ating topics  are  treated  with  varying  degrees  of  caution  and  sym- 
pathy by  most  of  the  writers  in  this  volume,  but  not  always  with 
the  discrimination  or  with  "the  particulars"  they  require.     The 
statement,  for  example,  towards  the  end  of  the  first  essay  (by 
G.  W.  Daniels)  on  "Employers  and  Property"  (which  is  mainly 
expository)  that  "the  claim  of  the  workers  to  a  fuller  share  in 
controlling  that  large  part  of  their  lives  which  is  spent  in  getting 
a  living  will  have  to  be  recognised  somehow,"  is  rather  wanting 
in  content  and  rather  characteristic  perhaps  of  much  else  that  is 
written  more  directly  on  the  problem.    The  following  essay,  how- 
ever, by  Mr.  Henry  Clay,  on  "The  War  and  the  Status  of  the 
Wage-earner,"  is  much  fuller,  and  covers  much  more  ground 
than  the  title  perhaps  suggests ;  it  is  particularly  catholic  in  treat- 
ment, and  makes  some  excellent  points.     The  next  writer  (Mr. 
J.  R.  Taylor),  on  "Labour  Organisation,"  formulates  the  problem 
of  Trade  Unionism  in  a  metaphor  of  dangerous  ambiguity.    "The 
inunediate  question  is  how  to  gain  a  foothold  in  the  management 
of  industry  " — a  formula  which  seems  to  require  some  adjustment 
to  the  editor's  more  rigid  statement  that  the  workers   do   not 
**  desire  to  take  part  in  the  actual  arrangement  of  the  businesses 
in  which  they  are  employed."     Surely  "management"  is  just 
the  crux  of  the  whole  matter,  and  should  not  be  introduced  in  any 
question-begging  sense.     On  the  other  hand,  the  writer  provides 
some  valuable  statements  of  facts  and  of  tendencies.   Mr.  William 
Kercy's  chapter  on  "The  Control  of  Industry  by  Producers  and 
Consumers"  raises  perhaps  the  widest  issues  involved  in  the 
No.  107. — ^voL.  xxvn.  o  o 
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control  of  industry,  and  is  an  able  and  thoughtful  presentation  of 
the  many-sided  problems  presented  by  the  idea  of  "control/'  The 
argument  is  carried  further  (after  some  digression)  by  an  equally 
thoughtful  and  cautious  chapta*  (by  Mr.  W.  H.  Pringle)  on  "The 
State  and  Industrial  CJontrol."  "Free  development  achieves  more 
in  the  long  run  than  the  hasty  adoption  of  ideal  policies" — a 
remark  which  is  characteristic  of  the  "animated  moderation*' 
with  which  the  writers  as  a  whole  handle  burning  questions.  The 
editor  and  his  company  are  to  be  congratulated  on  having  pro- 
duced an  eminently  topical  volume,  which  is  not  only  of  genuine 
interest  and  significance,  but  of  real  help  and  value  to  students 
of  "applied  economics."  A  notable  feature  throughout  the  book 
is  the  attention  given  not  only  to  present  conditions,  but  also  to 
industrial  conditions  as  they  were  before  August,  1914  ;  in  this 
respect  the  essays  are  as  instructive  as  they  are  suggestive. 

Sidney  Ball 


Scientific  Management:  a  Collection  of  the  More  Significant 
Articles  describing  the  Taylor  System  of  Management, 
Edited  by  Clarence  Bertrand  Thompson,  LL.B.,  A.M., 
Lecturer  on  Manufacturing  in  Harvard  University. 
(Harvard  Business  Studies,  Vol.  I.,  Pp.  Kii+878.  Harvard 
University  Press.     1914.) 

This  volume  consists  of  thirty-seven  articles  reprinted  from 
various  periodicals,  and  forms  a  valuable  compendium  of  informa- 
tion and  criticism  on  all  phases  of  that  system  of  business 
organisation  which  during  the  last  fifteen  years  has  become 
widely  known  in  America  as  ** Scientific  Management."  It  opens 
with  an  article  by  the  Editor  on  *'The  Literature  of  Scientific 
Management,"  reprinted  from  the  Quarterly  Journal  of 
Economics,  and  closes  with  a  Bibliography  containing  351  items. 
In  many  ways  this  book  is  a  powerful  indictment  of  existing 
business  methods.  One  writer  makes  a  formidable  list  of  faults 
of  the  employer  productive  of  business  inefficiency — ^lack  of 
knowledge,  mental  laziness,  prejudice,  timidity,  lack  of  foresight, 
lack  of  adaptability,  lack  of  study  of  the  industry,  ignorance  of 
the  proper  method  of  rewarding  labour,  contempt  for  employees, 
avarice.  Workmen,  on  the  other  hand,  are  disinclined  to  work 
at  any  other  than  their  natural  pace,  have  no  ambition,  are 
mentally  lazy,  are  afraid  of  displacing  their  fellows  by  doing  too 
much  work,  and  are  hostile  to  their  employers.  Another  writer 
estimates  that  70  per  cent,  of  the  manufacturing  plants  in  the 
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United  States  are  run  under  " unBystematised  management"  by 
mere  role  of  thumb  and  tradition.  A  min(»:ity  of  well-organised 
works  study  their  business,  keep  proper  records,  systematise  their 
organisation,  and  put  all  their  emphasis  on  keeping  down  costs 
and  keeping  up  output.  Only  a  still  smaller  minority  apply 
scientific  methods  to  ascertain  whether  the  work  is  being  done 
in  the  best  possible  way.  Modem  engineering  is  i^obably  the 
most  com{dicated  of  all  industries,  both  in  the  character  of  its 
products  and  in  the  number  of  operations  that  have  to 
be  performed  in  a  w(»rkshop.  Where  the  building  of  a  machine 
depends  upon  the  manufacture  of  a  large  nmnb^  of  parts  by 
different  workmen,  there  are  endless  opportunities  for  waste  and 
for  loss  of  time.  It  is  not  surprising,  therefore,  that  it  was  the 
first  industry  to  begin  to  set  its  house  in  order.  The  engineering 
papers  have  long  been  full  of  discussions  of  the  best  methods 
of  ''routing"  the  wcnrk  through  the  shops  so  as  to  seciure  the  full 
listing  of  the  various  operations  and  their  performance  in  order 
without  loss  of  time  on  the  part  of  the  workmen,  and  to  determine 
the  (Hrecise  cost  of  each  operation,  distinguishing  between  labour 
and  materials.  The  records  of  a  shop  thus  collected  enable 
estimates  to  be  made  as  to  the  cost  of  future  work  and  the  time 
it  should  take. 

The  routing  cards,  however,  usually  prescribed  what  was  to  be 
d(me,  not  how  it  was  to  be  dcme ;  that  was  left  to  the  workman, 
the  managemeait  shirking  their  plain  function.     Costs  were  taken 
out  for  an  operation  as  a  whole,  not  for  its  elements,  and  no 
effort  was  made  to  determine  whether  all  those  elements  were 
necessary  or  whether  a  workman  performed  them  in  the  best 
way.     An  attempt  was  made  to  keep  the  machines  running  full, 
but  none  to  see  that  the  best  machine  was  put  on  the  job.    The 
methods  of  securing  the  co-operation  of  the  workers  were  crude, 
and  efficiency  was  suppressed  by  piece  rates  whittled  down  by 
frequent   cuts.     Mr.    Frederick   W.    Taylor   in  1893   published 
the  results  of  the  new  system  of  management  which  he  had 
started  at  the  Midvale  Steel  Works  in  1881.    It  consisted  in  the 
main  of  an  elementary  rate-fixing  department  and  a  differential 
mte  system  of  piece  work.    In  his  own  words  :  "Elemenfory  rate- 
fixing  differs  from  other  methods  of  making  piece-work  prices 
in  that  a  careful  study  is  made  of  the  time  required  to  do  each 
of  the  many  elementary  operations  into  which  the  manufacturing 
of  an  establishment  may  be  analysed  or  divided.    These  elemen- 
tary operations  are  then  classified,  recorded,  and  indexed,  and 
^bm  a  pieoe-work  pnce  is  wanted  fcff  work,  the  job  is  first 
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divided  into  its  elementary  operations,  thi 
each  elementary  operation  is  fomid  from 
total  time  is  summed  up  from  these  data 
seems  more  compUcated  at  the  first  glan 
simpler  and  more  effective  than  the  old  in< 
time  required  to  do  whole  jobs  of  work,  ai 
over  the  records  of  similar  jobs,  guessing  at 
any  new  piece  of  work.  The  differential 
work  consists  briefly  in  offering  two  differe 
job ;  a  high  price  per  piece,  in  case  the  w 
shortest  possible  time  and  in  perfect  conditio 
it  takes  a  longer  time  to  do  the  job  or  if  th 
tions  in  the  work.** 

It  is  the  first  element  of  Mr.  Taylor'i 
study,"  or  "motion  study,*'  which  seized  c 
the  journalist  and  has  attracted  most  public 
ment  by  stop-watch  was  a  good  "stunt,"  h 
deal  more  in  it  than  that.  The  New  Enj 
developed  the  method  further;  "  this  meth 
motion  pictures  of  the  various  operations  \v 
picture  camera,  and  photographing  in  eaci 
special  design  showing  minute  divisions  of  tii 
clock  revolves  once  in  six  seconds,  so  that  tl 
thousandths  of  a  minute  and  are  easily  read 
The  continuous  motion  picture  film  furnish 
of  times  and  motions.  To  develop  improve 
is  afterwards  studied  with  a  magnifying 
necessary  to  project  the  pictures  on  a  scr 
these  pictures  considerable  study  was  giver 
waste  motions  and  otherwise  improving  the  co 
the  work  was  done.  In  assembling  machine 
up  the  pieces  to  be  assembled  from  various 
arranged  with  the  parts  placed  in  conveniei] 
placed  in  the  proper  sequence,  so  that  no 
required  of  the  workman  to  determine  or  sel< 
next.  Since  using  this  method,  which  we  ha 
motion  study,  previous  times  have  been  redi 
Its  records  have  suggested  to  us  methods 
one  case  doing  work  in  8}  minutes  that  befori 
study  took  37 J  minutes." 

A  sub-committee  of  the  American  Soc 
Engineers  reported  in  1912  that,  just  as  in  i 
the  transference  of  skill  from  tiie  invento 
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machine,  so  now  we  are  faced  with  the  necessity  of  the  transfer 

of  skill  from  the  management  to  the  workpeople.    This  impUes 

*•  (a)  the  systematic  use  of  experience ;    (b)  the  economic  control 

of  effort;    (c)    the  promotion  of  personal  effectiveness."     Before 

skill  can  be  transferred  from  the  management,  the  management 

must  have  skill.    The  object  of  time  studies  or  motion  studies  is 

to  place  the  necessary  knowledge  in  the  hands  of  the  management. 

What  was  formerly,  left  to  personal  aptitude  or  idiosyncrasy  now 

becomes  common  property ;    the  methods  of  the  best  workmen 

are  on  record  for  all.    Economic  control  of  effort  comes  after  the 

management  has  acquired  skill.     It  includes  "the  division  and 

subsequent  co-ordination  of  both  executive  and  productive  labour ; 

the  planning  of  single  lines  of  effort,  the  setting  of  definite  tasks 

and  the  comparison  of  results ;  and  the  effective  training  of  the 

workers."    The  planning  department  of  the  business  now  becomes 

of  the   greatest  importance,  and  the   "functional  foreman"  is 

developed.    The  number  of  officers  in  the  planning  department 

may  be  four  to  400  workpeople,  or  20  to  100 ;   it  depends  upon 

the  variety  of  the  work  done.     At  the  head  is  the  production 

clerk,  who  is  the  connecting  link  between  the  shop  and  the  sales 

department ;  he  decides  when  the  work  is  to  be  done  and  in  what 

order,  bat  not  how  it  is  to  be  done,  and  he  must  continuously 

check  the  progress  of  the  various  jobs.    Next  comes  the  route 

clerk  who  analyses  the  job,  splits  it  into  its  component  parts,  and 

works  out  a  chart  of  the  operations,  the  machines  to  perform 

them,  and  the  stores  to  be  used.     Subsidiary  to  him  are  the 

foundry  clerk,  the  balance  of  stores  clerk,  the  route  file  clerk, 

and  the   order  of   work   clerk   who   look   after  stores   and   the 

transmission  of  instructions  to  the  shop.    The  instruction  card 

mui  takes  the  route  sheet,  and  from  it  and  the  record  of  time 

studies   prepares   detailed   instructions   for   the   performance   of 

each  operation ;  "he  will  detail  on  the  card  the  tools  to  use,  how 

they  are  to  be  set,  the  feed  to  use,  the  speed  of  the  machine,  the 

depth  of  cut,   the  method  of  setting  and  clamping  the  work 

in  the  machine,  the  sequence  of  minor  operations  at  each  tod, 

etc."    When  the  work  is  done  the  recording  clerk  collects  the 

records  and,   lastly,   the  time   and  cost  clerk   translates  those 

records  of  time  and  work  into  records  of  cost.    The  route  clerk, 

the  instruction  card  man,  and  the  time  and  cost  clerk  have 

transferred  to  the  planning  office  some  of  the  functions  of  the 

general  foreman.    The  remainder  of  his  duties  are  split  up  in  the 

shop  between  the  gang  boss,  who  sees  to  the  setting  up  of  the 

job,  the  speed  boss  who  watches  the  performance  of  the  work. 
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the  inspector  who  views  the  parts  made, 
responsible  for  the  machinery,  and  the  i 
handles  all  disputes.  Such  is  the  org; 
American  engineering  works. 

The  elimination  of  waste  in  time  and  < 
the  diminution  of  waste  in  material,  and 
to  the  workman.  Yet  "scientific  manage 
looked  on  with  suspicion  by  most  artisai 
new  dodge  f(Mr  scientific  driving.  A  rate-fi: 
a  stop-watch  or  a  kinema  does  not  seem  to 
day's  wage  for  a  fair  day's  work.  "The  o 
Mr.  Hathaway,  who  is  a  strong  advocate 
into  his  oflBce  a  bright  but  inexperienced  yc 
to  start  making  time  studies  and  setting 
as  not  the  '  bright  young  man  '  intuitive! 
the  workman  will  not  like  it,  and  ma 
impress  his  objection  upon  him  with  a  monli 
so  he  tactfully  concludes  that  it  vnll  be  1 
men  by  letting  them  know  what  he  id  doin) 
back  of  a  post  while  making  his  *  time  st 
his  watch  and  his  hands  in  his  pockets, 
persuade  the  workman  that  he  is  not  at  all 
that  is  going  on  within  a  radius  of  miles.", 
study"  that  arouses  the  workman's  ire,  ai 
forth  from  those  who  have  encountered  it  ai 
kind,  the  contention  that  it  is  un-Americ 
view  the  man  is  amply  justified,  for  not  only 
worthless,  but  positively  vicious  and  an  ins 
"intelligence."  Even  when  such  vagaries  i 
serious  danger  that  the  maximum  product 
'The  model  workman,"  says  a  critic  of  the  : 
the  standpoint  of  the  typical  efficiency  eng 
man  who  fully  expends  all  of  his  surplus  ei 
hours,  and  who  utilises  his  non-working  hoi 
tion  and  preparation  for  another  day's  work, 
of  efficiency  engineering  to  allow  the  worke 
door  of  the  factory  at  night  with  more  than  £ 
energy  for  recreation,  for  family  life,  for 
trade-union  activities."  This  is  doubtless  j 
certainly  many  employers,  especially  the  fina 
companies,  have  little  use  for  philafithropj 
scientific  management  with  higher  pay  to  we 
from  trade  unions.     On  the  contrary,  there  c 
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Deed  for  unions  and  for  collective  bargaining.  The  practical 
engineer  is  interested  in  the  elimination  of  waste,  and  knows  that 
to  overwork  a  man  is  as  wasteful  as  to  overdrive  a  machine.  In 
the  end  the  engineer  and  the  trade  union  may  have  to  unite 
against  the  profit-maker.  The  union  must  have  a  voice  in  the 
compariiK)n  of  methods,  the  elimination  of  operations,  the  selection 
of  the  standard  man  and  the  standard  pace,  the  fixing  of  tbe 
minimum  base-rate  of  pay,  and  the  decision  of  the  additional 
pay  for  extra  effort.  In  all  these  things  they  must  have  ''a  share 
in  the  management." 

Henry  W.  Macrosty 


The  State  as  Manufacturer  and  Trader:  an  Examination  of 
Government  Tobacco  Monopolies.  By  A.  W.  Madsen,  B.Sc. 
(Fisher  Unwin.    1916.    Pp.  ix  +  282.) 

**The  subject-matter  of  these  pages  is  confined  to  an  examina- 
tion of  the  financial  and  industrial  results  obtained  from  the 
production  and  sale  of  tobacco  under  Government  auspices  in 
various  countries."     "The  monopolies  in  France,  Italy,  Austria- 
Hungary,  Japan,  Bumania,  and  Serbia  are  under  direct  State 
management,  and  cover  the  exclusive  right  of  the  Government 
to  import,  purchase,  manufacture,  and  sell  tobacco.    In  Spain, 
Turkey,  Portugal,  \ind  Sweden  the  monopolies  are  leased  to  con- 
cession companies,  which  in  Spain  and  Turkey  control  the  whole 
industry,  from  the  purchase  of  raw  materials  to  the  retail  sale 
of  the  finished  goods ;  in  Portugal  and  Sweden  the  law  establishing 
the  monopoly  gave  the  concession  company  exclusive  rights  over 
purchase  of  raw  materials  and  manufacture  but  did  not  interfere 
with   the   freedom  of   individuals  to  trade  either  in  monopoly 
products  or  in  imported  manufactures."     Unsuccessful  proposals 
for  nationalisation   of  the   industry   have   also  been   made   in 
Germany,  Svntzerland,  and  Australia.    Selecting  for  special  con- 
sideration the  monopolies  in  France,  Italy,  Austria,  and  Japan, 
and  the  concession  companies  in  Spain  and  Sweden,  the  author 
subjects  them  to  an  acute  and  detailed  analysis.      Examining 
the  financial  results  he  finds  a  laxity  in  charging  against  the 
proceeds  the  full  expenses  of  administration,   especially  rent, 
interest,  and  the  services  rendered  by  other  Government  Depart- 
ments.    These  are,  however,  by  no  means  simple  questions,  as 
anyone  will  perceive  who  recalls  the  disputes  as  to  the  relative 
efficiency  of  Woolwich  Arsenal  and  private  armament  firms,  and 
the  part  played  in  the  controversy  by  the  rent  which  it  is  alleged 
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should  be  charged  for  the  Arsenal  site ;  the 
G-ovemment  Department  accounts  also  revi 
interdepartmental  relations  and  the  difficult 
the  value  of  the  services  of,  say,  the  Static) 
simple  case.  It  is  not  easy  to  compare  th 
monopoly  and  non-monopoly  countries,  but 
the  author  says,  that  "relatively  speaking, 
and  consumption  lowest  in  monopoly  countri 
The  tobacco  monopolies  must  be  conside 
financial  aspects,  but  also  in  regard  to  their  ei 
the  wants  of  the  consumers.  "Definite  ini 
the  general  quality  of  tobacco  sold  in  Aus 
Italy  the  frequent  strikes  among  piece-worl 
protesting  against  the  quality  of  the  leaves  i 
expected  to  make  cigars,  speak  for  themse 
of  French  tobacco  is  notorious,  and  even 
1912  says  that  "we  cannot  disguise  the  fact 
the  tobacco  monopoly  gives  rise  to  frequei 
the  newspapers  find  in  "dame  B^gie"  an 
vituperation.  There  are  few  commodities  ^ 
can  be  adapted  to  suit  every  variety  of  indiv; 
which  depend  more  than  tobacco  on  the  way 
taste  is  catered  for.  In  Prance,  on  the  othe 
policy  of  the  administration  since  1875  ha 
uniformity  among  the  various  products  ol 
produced  by  the  different  factories."  "Consi< 
says  a  sapient  official  report,  "in  the  prod 
factories,  far  from  satisfying  consumers,  wou 
confusion  and  annoyance."  Iji  Austria  "th 
133  different  tobaccos  of  Austrian  manufactu 
brands,  mostly  cigars."  Naturally,  foreign 
tobacco  is  scanty  except  in  the  case  of  Ital] 
pretty  large  sale  to  emigrants  "who  retain 
*  Tuscan '  cigars  and  other  national  products 
object  of  the  monopolies  is  the  fostering  of 
the  country  of  the  monopoly,  but  there  are  ec 
for  doubting  if  satisfaction  is  given  to  the 
healthy  branch  of  agriculture  has  been  es 
economies  of  distribution  which  are  alleged 
monopoly  is  the  abolition  of  advertising,  but 
whether  in  so  personal  a  form  of  consumption 
tisement  can  be  dispensed  with.  In  Frar 
officially  that  the  opinion  that  the  tobacco 
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without  advertising  is  "not  altogether  correct/*  When  we  come 
to  the  remuneration  of  the  retail  distributors  there  is  only  too 
much  evidence  of  State  sweating,  made  worse  in  France  and  Italy 
by  the  practice  of  conceding  shops  to  political  nominees  who  are 
allowed  to  farm  out  the  concessions.  Labour  conditions  in  the 
factories  appear  to  be  neither  better  nor  worse  than  on  the  average 
prevail  in  the  respective  countries. 

Detailed  evidence  in  support  of  the  above  summary  must  be 
sought  in  the  author's  pages,  where  it  is  clearly  and  succinctly 
set  out  and  supported  by  a  sufficient  apparatus  of  statistical  state- 
ments.    As  an  indictment  of  the  administrative  methods  pursued 
in  the  countries  dealt  with  the  book  is  unanswerable.     But  when 
the  author  claims  that  he  has  disposed  of  the  arguments  put 
forward  by  Collectivists  in  support  of  the  Government  control  of 
industry,  we  must  tell  him  that  he  has  not  even  begun  to  deal 
with  them.     To  argue  from  the  French  tobacco  monopoly  that 
Collectivism  must  be  a  failure  is  just  as  absurd  as  to  argue  from 
the  British  Post  Office  that  it  must  always  be  a  success,  or  to 
assert  that  because  petticoat  influence  has  been  found  in  army 
administration  war  should  be  left  to  private  enterprise.    Indeed, 
when  Mr.  Madsen  declares  that  "the  general  principle  insisted 
upon  in  CoUectivist  writings,"  namely,  "that  production  should 
be  for  use,  not  profit,"  is  "a  rule  of  conduct  which  ignores  all 
human  motives  and  incentives,"  one  begins  to  doubt  whether  he 
knows  much  about  industry  or  anything  about  human  develop- 
ment.    The  incentives  to  human  action  are  changing,  have  been 
changing  since  the  Stone  Age,  and  if  Collectivism  ever  comes  it 
will  not  be  for  the  sake  of  having  cheaper  production  or  better 
distribution — ^these  can  be  had  under  Individualism — but  because, 
in  William  Morris's  words,  man  wants  '*no  master,  high  or 
low."    Why  do  men  give  their  lives  for  nothing  or  hire  out  their 
brains  to  the  State  for  a  pittance,  but  that  they  feel  that  it  is 
more  honourable  to  serve  the  State  than  a  private  employer? 
U  that  spirit  grows  Collectivism  will  come — will  come,  in  fact, 
haltingly  and  imperfectly  just  as  the  growth  proceeds.    If  that 
spirit  does  not  grow,  nothing,  neither  force  nor  reason,  will  make 
Collectivism  more  successful  as  a  life-giving  method  of  industry 
&an    Individualism.     For  that  reason  the  German   Socialists 
always  opposed  experiments  in  **  State  socialism,**  because  they 
beld  that  the  German  "  State  "  was  not  so  organised  as  to  treat 
the  working  classes  fairly.    Professor  Hauser,  id  his  recently  trans- 
lated book  on   "Germany's  Commercial  Grip  on  the  World," 
calls -for  the  "disappearance  of  the  red-tape  bureaucracy  which 
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in  France  stifles  all  initiative,  discourages  the  most  tempered 
.detennination,  enervates  the  energies,"  There  Mr.  Madsen  will 
find  the  reason  for  the  failure  of  the  French  tobacco  monopoly, 
not  in  any  inherent  and  destructive  vice  in  Collectivism,  **Mit 
Dummheit  kampfen  Gotter  selbst  vergebens."  Stupidity  will 
rot  the  best  of  principles.  Individualist  undertakings  fail  because 
the  managers  are  stupid,  and  Cdlectivist  undertaJdngs  in  like  case 
will  do  no  better.  With  brains  either  principle  vnll ,  succeed 
commercially;  if  Mr.  Madsen  doubts  it,  let  him  study  the 
co-operative  movement.  But  before  Collectivism  can  come  as  a 
general  principle  of  organisaticNi  in  any  country,  we  must  experi- 
ence a  change  of  heart,  to  use  the  old  theological  phrase. 
Fortunately  for  progress,  thai  is  an  experience  which  we  are 
always  passing  through. 

Henbt  W.  Macbosti 


Government  Telephones:  the  Experience  of  Manitoba,  Canada^, 
By  Jambs  Mavor,  Ph.D.  (New  York :  Moffat,  Yard  and 
Company,  1916.      176  pp.    Sm.  8vo.    $1.00  net.) 

The  Bell  Telephone  Company  was  supplying  Manitoba  with 
a  telephone  service  which  was  efficient  and  rapidly  developing 
when  an  agitation  for  public  ownership  arose,  and  in  1905  the 
Government  of  the  Province  decided  to  establish  a  system  to  be 
controlled  by  the  municipalities  and  the  Government  jointly.  The 
Government  was  to  construct  trunk  lines.  A  Bill  was  passed 
empowering  the  local  authorities  to  establish  exchanges.  But 
the  municipalities  were  not  much  inclined  to  use  these  powers, 
and  after  beginning  the  construction  of  a  competitive  system, 
Government  bought  out  the  Bell  Company  on  December  30th, 
1907,  and  took  the  whole  telephone  administration  into  its  hands. 

Professor  Mavor  examines  critically  the  history  and  results  of 
this  administration.  It  is  superfluous  to  say  that  his  account  is 
lucid,  impartial,  and  well-documented,  and  that  the  interesting 
story  is  summed  up  in  a  judicial  spirit.  The  facts  may  be  briefly 
stated.  The  purchase  price  was  not,  in  Professor  Mavor's  view, 
unreasonable.  The  promises  of  Government  to  supply  a  tele- 
phone service  "at  cost,"  to  cut  the  Bell  rates  in  two,  and  to  keep  ^ 
the  management  on  a  strictly  commercial  basis,  absolutely  free 
from  political  considerations  or  influence,  were  not  kept.  The 
nominally  independent  Telephone  Commission  was  overridden  by 
Government,  which  arbitrarily  controlled  rates,  contracts,  and 
finance  generally,  and  interfered  by  irresistible  influence  with  the 
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working  of  the  Commission.  Thus,  for  example,  a  member  of  the 
Government  compelled  the  purchase  of  an  excessive  number  of 
poles  from  certain  clients  of  his  who  were  in  financial  difficulties 
which  payment  for  the  poles  would  relieve.  "Recommendations  " 
by  Cabinet  Ministers  as  to  the  employment  of  individuals  could 
hardly  be  refused.  Political  motives  inspired  an  uneconomical 
extension  of  telephones  to  rural  areas  at  election  time.  Misleading 
accounts  were  jM-esented  by  Government  showing  a  large  apparent 
profit,  out  of  which  political  capital  was  made.  Audit  was  neither 
independent  nor  continuous,  and  when  a  proper  audit  was  intro- 
duced Government  failed  to  adopt  the  advice  of  its  own  auditor. 
Finally,  the  Commission  resigned,  the  Government  resigned, 
and  the  retiring  members  of  Government  were  prosecuted  for 
fraud  and  conspiracy.  Truly,  not  an  edifying  example  of  Govern- 
ment administraticHi ! 

So  much  for  the  facts.  The  conclusions  from  them,  which 
seem  to  Professor  Mavor  to  be  "irresistible,"  are  sweeping.  "The 
entire  history,"  he  says,  "affords  evidence  of  the  most  positive 
character  against  Government  ownership.  ...  It  is  possible  that 
only  by  repeated  and  costly  failures,  such  as  the  Manitoba 
Government  Telephones,  will  the  pubHc  realise  that  the  proper 
function  of  Government  is  not  the  conduct  of  industries,  but  the 
impartial  inspection  of  them  under  intelligent  laws  adapted  to 
the  character  and  conditions  of  the  community  and  the  country.'* 
Here  I  regretfully  part  company  with  the  Professor.  That  a  parti- 
cular Government  has  bungled  a  particular  business  does  not 
prove  that  no  Government  should  undertake  such  business.  The 
alternative  that  Grovernment  should  manage  its  business  effici- 
ently is  by  no  means  inconceivable. 

Upon  the  question  whether  the  Government  would  have  been 
better  advised  to  leave  well  (or  Bell)  alone,  judgment  ought  not 
to  be  given  without  examining  facts  which  are  not  set  out  in  the 
history.  Was  the  Company's  interference  with  streets,  the 
taking  up  of  roads  and  pavements  for  underground  cables,  and  its 
difficulty  in  obtaining  wayleaves  becoming  intolerable?  Was  it 
competing  with  a  Government  telegraph  system  having  uniform 
rates  for  long  and  short  distances  and  by  taking  the  cream  of  the 
business  (the  short-distance  messages)  restricting  the  Government 
to  a  limited  telegraph  business  involving  either  increased  rates  or 
a  loss  to  the  taxpayer?  Was  the  continuance  of  the  Company 
incompatible  with  the  co-operation  between  telegraphs  and  tele- 
phones, enabling  messages  to  be  telegraphed  part  of  the  way  and 
telephoned  for  the  rest  of  the  distance?    Was  the  interest  of  the 
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rural  residents  who  were  willing  to  pay   £ 
extended  service,  but  not  such  a  profitable 
be  attractive  to  a  private  Company,  better  ser 
Was  it  desirable  that  Government  should 
endow  a  scattered  population  with  the  neighl 
telephone  even  at  a  loss?    It  may  be  that  th 
questions  is  in  the  negative,  but  they  must 
the  Government  policy  of  purchase  can  be  co 

The  reader  who  is  convinced  that  Gover 
business  discreditably  may  still  feel  a  doubt 
ment  can  be  fairly  called  a  failure.  Before  ^ 
financial  results  we  should  need  fuller  infc 
exceeded  expenditure.  "What  of  your  promi 
critics,  "to  supply  a  service  at  cost  price?  Y< 
profit,  and  ought  to  reduce  rates."  "We  obg 
set  of  critics,  "that  you  include  nothing  for  i 
fund  or  depreciation.  If  the  accounts  were  pro] 
would  show  a  heavy  deficit,  a  waste  of  your  i 
A  mere  cash  account  has  little  value  by  itself 
interest,  etc.,  do  not  of  themselves  remedy  th< 
mulation  of  reserve  poles  beyond  reasonable  re<] 
in  view  of  the  subsequent  rise  in  timber  a  hap 
for  in  cash  increases  the  assets.  For  anytl 
alleged  loss  may  be  more  than  covered  by  tb 
value  of  the  system  as  a  going  concern.  Asset 
not  stated. 

Moreover,  a  financial  loss  to  Government  i 
loss  to  the  nation.  When  Post  Offices  are  i 
services  are  supplied  at  less  than  cost  price^ 
necessary  to  cover  the  deficit  may  be  regarde 
increase  in  the  nominal  rates  charged  to  the  cc 
or  may  not  be  worth  while  to  run  a  postal,  tel 
or  railway  service  by  Government  at  less  tha 
fact  that  the  cost  is  not  covered  by  receipts  d* 
prove  that  the  enterprise  is  a  mistake  or  a  fai 

The  history  is  instructive  and  full  of  warnii 
tions  referred  to  above  are  a  healthy  sign  of 
science.    But  I  do  not  feel  assured  that  on 
people  of  Manitoba  would  like  to  go  back  to  t 
or    that    the    evidence    against    Government 
telephones  is  conclusive. 
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National  Economy.    By  Henry  Higgs,  C.B.     (London :  Mac- 
millan  and  Co.,  Ltd.    1917.    Pp.  xii  +  147.    38.  6d.  net.) 

Mr.  Higgs,  in  the  preface  to  this  valuable  and  interesting  book, 
states  that  his  Newmarch  Lectures,  reprinted  here  as  they  were 
given,  ''contain    no   official    information    and    have    no   official 
authority."     But,  in  spite  of  this  proper  reserve,  it  is  hard, 
if  not  impossible,  for  any  man  to  "  split "  himself  into  discon- 
nected ''fragments"  ;  and  we  feel  again  and  again,  as  we  read  each 
instructive  chapter,  that  we  are  benefiting  greatly  in  this  firm 
^'outline  of  public  administration,"  by  the  knowledge  and  ex- 
perience of  a  "civil  servant"  of  long  training  and  high  rank. 
Perhaps,  indeed,  the  reminder  addressed  to  the  plain  citizen 
that  by  his  watchfulness,  or  the  reverse,  he  may  be  held  respon- 
sible for  the  capability  or  the  laches  of  the  officials  he  employs, 
may  not  carry  complete  conviction  to  those  who  feel,  especially 
at  the  present  time,  that  their  nominal  servants  are  their  real 
governors.    But  Mr.  Higgs,  at  any  rate,  by  the  masterly  facility 
with  which  he  here  lays  bare  the  primary  conditions  of  efficiency 
in  the  sphere  of  "  national  economy,"  enables  the  "  man  in  the 
street "  to  understand  the  mechanism ;  and  he  may  in  consequence 
hope  to  discern,  if  he  cannot  remove,  the  grit  which  obstructs  the 
working,  or  be  emboldened  to  offer,  if  he  is  hindered  from  apply- 
ing, the  lubricating  oil  at  the  appropriate  moment.  His  part  in  this 
work  is  rendered  more  agreeable  by  the  felicitous  use  of  apt  epigram 
and  illuminating  metaphor  which  Mr.   Higgs  commands ;  and  . 
from  this  standpoint  we  imagine  that  the  book  has  gained  by 
literal  reproduction  of  the  vivid  lecture-form  what  it  might  possibly 
have  lost,  had  the  existing  "tract "  become  a  more  elaborate  and 
formal  "treatise."    As  it  is,  a  rich  abundance  of  apt,  suggestive 
commentary  is  put  into  a  modest  compass ;   and,  as  Mr.  Higgs 
observes,  the  ground  traversed  had  not  been  thus  surveyed  before, 
at  least  on  this  side  of  the  Atlantic.     We  feel  siure  that,  in 
the  final  words  of  his  concluding  lectmre,  his  purpose  "not 
to  satisfy  "    an   "appetite"   but   to   "stimulate  it"  will  be 
achieved  in  the  case  of  many  of  the  readers  of  his  book.    If, 
fortunately,  it  does  not  belong  by  express  intention  to  the  swollen 
catalogue  of  ambitious  schemes  of  "  reconstruction,"  to  be  effected 
after  the  upheaval  of  the  present  war,  but  is,  by  contrast,  con- 
ceived and  built  on  the  more  solid  permanent  basis  of  wholesome 
financial  truth  commended  chiefly  by  the  normal  trend  of  ordinary 
business  experiences,   it  should  nevertheless  be  useful,  if  not 
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indispensable,  in  dealing  with  a  situatio 
economy/'  shown  in  the  administration  o 
play,  for  good  or  ill,  a  leadix^  rdle  for  man 


Agriculture  in  Oxfordshire,  By  John  Orb 
Soils  by  C.  G.  T.  Moeison.  (Oxford  : 
1916.     Pp.  xii  +  239.    88.  6d.  net.) 

Allotments  and  Small  Holdings  in  Oxfords) 
AsHBY.  (Oxford  :  The  Clarendon  Pre 
198.    &8.  net.) 

Not  the  least  curious  or  considerable  o 
the  imperative  influence  of  the  war  may 
attitude  of  Ministers,  politicians,  and  the  pi 
agriculture.  Long  indifference  or  neglect  h 
placed  by  p^emptcny  alarm.  The  whifligio 
its  appropriate  revenge;  and  the  "landed 
tempted  to  contoast  the  immediate  standpc 
choice  made  some  seventy  years  ago.  The 
of  manufacturing  industry  in  towns  was  then 
to  the  encouragement  or  the  defence  of  the 
of  the  inhabitants  of  the  countryside.  Th 
tenants,  who  were  left  alone  to  meet  the  ovei 
of  depression,  which  followed  later,  might  no 
regarded  the  solicitude  awakened  with  m 
of  the  dogmatic  counsel  offered  by  the  new  i 
struction "  is  not  conspicuously  free  from 
in{(M3ned  and  "hustling  "  panic. 

The  two  important  contributions  to  the 
reflection  which  should  always  precede  wis 
Mr.  Grr  and  Mr.  Ashby  in  the  oompaoion  voli 
are,  as  we  should  have  expected  ttom  their  sc 
this  reproof.  Both,  it  is  true,  reflect  the  noi 
expert  opinion,  which  favours  "industrialise 
the  most  prcnnising  economic  units  for  the  a| 
this  country ;  and  Mr.  Ashby  more  particuls 
scope  of  his  siurvey  might  suggest,  furniahei 
than  the  friends  of  the  small  holdings,  preache 
as  the  sovereign  remedy  for  rural  m)e8,  with 
port.  Allotments,  he  shows  valid  resaon  for 
an  ominous  casual  connection  with  the  un 
Oxfordshire  for  its  low  level  of  agricultural  ^ 
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reached  by  recent  writers  like  Sir  Bider  Haggard  or  Mr.  Hail, « 
by  the  great  classical  authorities  of  the  past  to  whom  he  has 
occasion  to  refer.     We  believe  that  an  ordinary  tourist  w(«iiSia- 
cover  in  Mr.  Orr's  account  of  the  Chilterns,  and  of  North,  South- 
west,  and  North-west  Oxfordshire,  a  fascinating  guide^^iiim^^ 
sure  that  the  landlords  and  the  farmers  of  the  county  can,  if  they 
will,  derive,  in  an  agreeable  and  digestive  form,  from \k^\udi. 
vivid  pages  a  great  quantity  of  nutritive  instruction.   If  ^Ir. 
Orr  errs,  he  errs  on  the  right  side,  in  conceiving  WiJi  enHoToaj 
high  ideals ;  and  agriculturists  will  not  do  ajniss  if  they  strive 
so  to  conduct  or  improve  themselves  as  to  attain  the  staniaii 
that  is  set.    They  should  be  grateful  for  the  frank  recognition^ 
the  difficulties  they  have  met  and  handled  in  the  past. 

Mr.  Ashby's  "survey"  of  the  county  is,  as  we  havftivd 
more  restricted  in  its  range.       He  does  not  enjoy  the  bj 
abundant  opportunities  for  picturesque  description,  eve;ii^W 
take  into  account  his  detailed  notice  of  the  past  history 
present  state  of  the  '"aberration"  shown  from  thft  %\;t^\]g\^ 
of  development  of  urban  working-class  ideals  in  the  CI 
colony  at  Minster  Lovell  founded  by  Fergus  0*Coimot.  Tie 
as  we  have  remarked,  perhaps  more  closely  tied  by  persons 
or  predilection  to  a  conception  of  rural  advance,  which  c 
lend  itself  to  very  active  sympathy  with  either  of  the 
tems  of  land  tenure  which  he  examines.    But  of  the  1 
ness  of  his  exploration  of  the  origin  and  results  ot  tt 
kinds  of  allotments  and  small  holdings  in  Oxfordshire  nc 
can  be  felt.  He  distinguishes  between  the  difEerent  c\»i^*( 
ments,  according  as  their  creation  has  been  due  to  the 
to  Enclosure  Awards,  or  to  various  ActB,  or  h^"e.  ^ 
private  enterprise  of  volimtary  co-operation,  and  he 
extent  to  which  these  different  categories  are  xepxec 
district  he  surveys.     A  line,  he  argues,  must  be  dr 
"garden  allotments,"  or  plots  up  to   "one-fourtli  4 
size,"  and  "field  allotments"  varying  "bet^ween.  on 
acre  and  five  acres  in  size."    The  former  constitut 
in  Oxfordshire.    He  then  investigates  tlie  natwre 
the  demand  for  such  allotments,  the  "conditions  ' 
ancy,"  and  their  "  methods  of  cultivation  and  eco 
and  he  conducts  an  inquiry,  similarly  comprelien; 
into  the  history,  position,  and  outcome  of  small  \if 
plete  and  authoritative  a  survey  had  not,  w&  bel 
out  before;  and  to  his  criticism  he   obvionsly 
intimacy  with  rural  life  aptly  supplemented 
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In  preparation,  however,  for  the  com 
must  take  place  when  the  times  allow  of  i 
any  such  measufe  can  be  launched,  Dr.  \ 
timely  and  useful.  The  economic  results 
to  the  revision  of  many  of  the  arrangemen 
that  have  been  made  in  other  countries,  an( 
the  way  for  its  adoption  in  the  United  Sta 

Much  will  have  to  happen  before  the 
States  take  kindly  to  the  idea.  Of  all  a 
they  are  least  in  love  with  the  methods  of 
are  probably  next  to  them  in  that  respect ;  I 
us  some  hard  lessons.  Almost  every  incidi 
looked  after  by  some  Government  controll 
not  allowed  to  eat;  the  beer  we  are  not 
coal  we  are  not  allowed  to  bum;  the  tii 
allowed  to  record — otherwise  than  as  the 
are  all  taken  out  of  our  own  control  and 
Government  department.  The  controller 
to  demand  a  palatial  office  in  which  to  c 
to  appoint  a  large  staff  of  under-controUer 
clerks,  and  to  spend  further  money  lavi 
ukases. 

Heaven  forbid  that  this  state  of  thi 
moment  longer  than  necessary,  or  that  < 
get  so  accustomed  to  the  theory  and  pra< 
as  to  acquiesce  blindly  in  it. 

Dr.  Woodbury  sums  up  in  favour  of 
insurance.  Its  positive  advantages  he  be 
ance  reduces  the  unevennesses  and  irrej 
of  the  individual.  It  removes  fruitful  cai 
the  working  class.  The  cost  of  insurant 
tion  of  the  total  cost  of  production  that 
to  industry  are  not  to  be  feared.  In  i 
may  be  shifted  to  the  consumer.  In  ot 
be  met  by  improvements  in  processes  and 
economic  burden  of  insurance  and  the  p 
cess  do  not  represent  a  very  great  social 
argues  :  but  if  the  insurance  is  a  real  on 
cost  of  it?  It  costs  nothing  beyond  the  < 
It  merely  redistributes  an  existing  cost, 
age  and  death  cost  the  individuals  afifec 
bear :  insurance  spreads  that  cost  ove 
affected,  but  does  not  incur  any  new  cc 
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Competition,  A  Study  in  Human  Motive, 
Malcolm  Spsncer,  J.  St.  G.  C.  Heat 
H.  G.  Wood.  (London :  Macmil 
Pp.  xiii  +  282.) 

The  aim  of  this  volume  is  to  replace  the 
an  ethical  man,  and  to  show  that  the  ethi 
economically  effective.  The  writers  deta 
impartiality  the  advantages  of  an  indust 
evidently  repugnant  to  their  moral  sense., 
system  "works";  that  it  stimulates  i»:odu( 
makes  people  find  their  level,  and  by  elimii 
the  general  standard  of  ability.  But  tb 
secured  at  too  great  a  cost.  Competition 
shod  methods  and  shoddy  goods ;  the  strugg 
chaotic  and  wasteful.  Although  the -write 
little,  and  hardly  make,  at  this  stage,  suffi 
fact  that  no  one  now  advocates  unrestrict€ 
commonplace  that  it  is  easier  to  produce 
sell  them  would  seem  to  justify  these  stri 

The  authors'  main  point  is  condemnai 
accepts  competition  as  the  counterpart  in 
natural  selection  in  the  physical  world.  Tb 
world  do  not  drop  out  of  existence;  tb 
encumbering  society,  and  as  a  standing  ' 
that  produced  them.  The  scrapping  of  hi 
sound  economically  than  it  is  permissible 

The  writers  proceed  to  review  the  m 
or  suggested,  to  deal  with  the  {Mroblenc 
Social  Eeform  by  legislation  as  a  palliatr 
the  root  of  the  matter.  Poverty  mighHi  be  i 
so  long  as  private  profit  remains,  a  lastin 
dissension  between  capital  and  labour,  th 
The  nationalisation  of  industries  would  dc 
of  our  captains  of  industry  without  prov 
stitute.  Society  requires  more  produci 
writers  doubt  whether  this  can  be  ack 
of  initiative  and  outstanding  business  \ 
industrial  progress  is  the  taking  of  risks, 
ment  does  not  and  cannot  take  risks  v^ 
Syndicalism  offers  a  better  chance  thai 
open  to  many  of  the  same  objectioni 
writers  are  disappointingly  brief,   being 
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have  done  with  half  measures,  and  get  on  to  their  main  thesis, 
which  is  that  only  a  change  of  heart  can  save  society.  Apart 
bom  the  desire  for  personal  prc^t  and  advancement,  there  are 
still  three  motives  that  can  animate  the  worker :  the  desire  to 
carry  out  God's  work  in  the  world,  the  desire  to  serve  the  com- 
munity, and  the  joy  of  creaticm.  Even  now  we  find  these  motives 
working  with  considerable  effect.  Social  workers,  missionaries 
and  trade  union  leaders  ask  for  neither  fame  nor  money  in  pro- 
portion to  their  efforts ;  artists  and  craltsmen  often  do  their  best 
work  for  the  sheer  love  of  creating.  The  writers  point  out  that 
human  natiure  is  not  unchangeable,  smd  quote  J.  S.  Mill  in  sup- 
port of  their  view  that  our  deep-rooted  selfishness  "is  so  deep- 
rooted  only  because  the  whole  course  of  existing  institutions 
tends  to  foster  it."  They  have  all  the  reformer's  fervent  belief 
in  the  potency  ot  education  and  environment.  Their  thesis  does 
not  admit  of  proof,  but  having  concluded  that  the  change  ought 
to  be  made,  they  have  no  option  but  to  assume  that  it  can  be 
done  and  must  be  attempted. 

EL  Ebynard 


The  Progress  of  Capitalism  in  England.  By  W.  Cunningham, 
D.D.,  F.B.A.  (Cambridge  ;  At  the  University  Press.  1916. 
Pp.  xi  +  144.    Price  Ss,  net.) 

No  history  of  the  progress  of  capitalism  in  England  ^worthy 
of  the  subject  has  yet  been  written,  and  as  Dr.  Cunningham  is 
the  ideal  historian  of  this  topic,  his  little  book'seemed  very 
promising.  It  is  a  fHty  to  have  to  confess  that  one  laid  it  down 
with  a  sense  of  disappointment.  The  book  is  only  a  very  general 
survey  of  the  ground  wherein  merely  the  landmarks  are  indicated, 
and,  even  so,  one-ninth  of  the  whole  is  devoted  to  moralising  which 
is  full  of  ccmtroversial  statements,  as,  tor  instance,  concerning  the 
relative  merits  of  English  and  German  education,  with  a  slight 
inclination  to  favour  the  patriotism  of  the  latter;  or  that  it  is 
DO  k>nger  possible  to  assume  that  *'  the  industrial  rivalry  of 
nations  will  be  kept  in  check  by  an  increased  sentiment  of  brother- 
hood." On  the  other  hand,  it  need  hardly  be  added  that  in  the 
major  part  of  the  book,  which  is  concerned  with  economic  history, 
there  is  little  room  for  differences  of  opinion.  Several  important 
INxntB  are  brought  out  effectively — e.g.,  that  the  freedom  of 
intercourse  at  the  early  fairs  engendered  the  feeling  which  in  the 
reign  of  7une8  I.  objected  so  strongly  to  private  monopolies ;  or 
that  economic  progress  must  be  paid  for  by  human  suffering. 
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One  wishes  that  the  author  would  write  a  con 
on  this  attractive  subject.  As  it  is,  the  pi 
sufficiently  detailed  to  serve  as  an  introductoi 
beginner,  nor  is  it  likely  to  be  of  any  special  v; 
No  doubt  Dr.  Cunningham  realised  this,  for 
printed  the  substance  of  the  lectiures  he  deliv 
School  of  Economics  in  the  spring  of  1915  *' 
may  prove  a  useful  appendix  "  to  his  larger  \^ 
hardly  be  added,  deservedly  commands  unive 

We  are  glad  to  note  that  Dr.  Cunningham 
a  descriptive  adjective  before  a  noun  (e.g.,  cap 
and  "capitalistic"  where  no  noun  follows  (* 
industry  was  not  capitalistic,"  p.  72).  01 
"capitalistic  organisation"  in  the  note  (last 
slip,  for  in  the  text  on  the  same  page  (f( 
top)  the  more  usual  adjective  is  applied. 

On  the  last  seven  pages  of  the  book  the 
useful  list  of  his  books  and  papers  on  cconc 


War  Finance  Primer.     (National  Bank  of 
York.    May,  1917.    Pp.  186.) 

The  principal  portions  of  this  publication 
elsewhere.  There  is  first  the  paper  entitled  * 
War,"  by  Professors  E.  B.  Seligman  and  B. 
mentioned  in  our  last  issue  (p.  301)  as  nc 
policy  of  "taxation  only."  After  showing 
required,  the  writers  go  on  to  consider  what 
loan  should  be.  They  think  that  a  perpe 
debt,  should  be  avoided.  The  Governmen 
to  run  for  not  more  than  ten  years,  or  a1 
They  are  strongly  opposed  to  exempting 
One  of  their  objections  is  that  to 
future  unexpected  increase  in  the  incc 
of  bonds  will  enjoy  an  unmerited  i 
of  paying  a  higher  tax  on  unearned  income 
a  lower  tax.  What  the  new  taxation  sh 
sidered.  To  secure  an  additional  revenue  c 
the  income-tax  it  is  proposed  to  reduce  th 
present  high  limit  to  $1500,  to  make  the  no 
cent.,  and  to  graduate  the  additional  rat* 
(making  a  total  of  50  per  cent.).  The  ea 
the  next  largest  accession. 
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The  National  Bank  of  Commerce  in  New  York  who  offer  this 
publication  as  an  aid  to  clear  thinking  on  the  fundamentals  of 
war  financing  have  reprinted  with  that  view  another  classical 
treatise,  namely,  the  chapter  on  "The  Financial  Management  of 
a  War,"  taken  from  Dr.  Henry  Adams'  Public  Debts  (now  out  of 
print).  He  too  steers  a  middle  course  between  the  policy  of  tax- 
only  and  that  of  loans-only.  Beferring  to  America's  war  ex- 
penditure in  1865  which  amounted  to  27  per  cent,  of  the 
national  income,  he  observes:  ''A  tax  so  excessive  in  amount 
precipitated  without  warning  upon  established  industries  would 
have  encroached  upon  working  profit,  weakened  the  incentive  to 
Labour,  broken  the  mainspring  of  activity,  and  destroyed  the 
mechanism  of  production."  On  the  other  hand,  the  experience 
of  America  in  the  war  of  1812-14  and  in  the  Civil  War  shows 
that  a  policy  of  loan-only  leads  to  a  decline  of  the  nation's  credit. 
The  general  conclusion  is  that  sound  financial  management 
inclines  always  towards  taxes.  "  Beliance  cannot  be  placed 
wholly  upon  loans  nor  wholly  upon  taxes,  but  fiscal  administration 
should  be  so  adjusted  as  gradually  to  change  the  burden  of  ex- 
penditure from  credit  to  clear  income." 

F.  Y.  Edgbworth 

A  Constructive  Criticism  of  the  United  States  War  Tax  Bill. 
By  Professor  E.  B.  A.  Sbligman.  (National  Bank  of  Com- 
merce m  New  York,  June,  1917.    Pp.  22.) 

This  brochure  should  be  read  along  with  the  one  written  by 
Professors  Seligman  and  Haig  to  which  we  have  just  now  adverted. 
Professor  Seligman  here  again  dismisses  the  two  extreme  theories 
of  loan-only  and  tax-only.  He  thinks  that  the  Act  passed  by  the 
House  of  Eepresentatives  in  May  errs  on  the  side  of  excess  in 
taxation  when  it  proposes  to  raise  half  the  additional  war  expenses 
(exclusive  of  the  sum  allotted  to  the  Allies)  by  way  of  taxation. 
"  The  50  per  cent.-50  per  cent,  policy  is  one  which  has  never  even 
been  remotely  approached  by  any  country  in  the  world,"  says 
Professor  Seligman.  He  criticises  the  war-tax  bill  on  the  grounds 
that  it  proceeds  to  an  unheard-of  height  in  the  income  tax, 
imposes  unwarranted  burdens  upon  the  consumption  of  the  com- 
munity, is  calculated  to  throw  business  into  confusion  by  levying 
taxes  on  gross  receipts  instead  of  upon  commodities,  follows  an 
miscientific  system — ^taking  out  of  the  pocket  of  the  consumer 
far  more  than  it  would  bring  into  the  Treasury — ^in  its  flat  rate 
on  imports ;  and  on  several  other  grounds. 

F.  Y.  Edgbwobth 
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REVIEW-ARTICLE 

Aftbr-War    Problems 

After-War   Problefns,     By   the    Earl   of 
Haldanb,  The  Bishop  of  Exeter,  Pro: 
SHALL,  AND  OTHERS.     Edited  by  Willia 
(London  :  Allen  and  Unwin.    Pp.  366. 

This  is  a  useful  collection  of  cotitributic 
problems  which  will  become  pressing  aftc 
peace.  The  number  of  separate  essays—I 
include  the  editor's  stirring  introduction— 
us  from  attempting  to  cover  the  ground 
remarks  on  each  of  the  different  subjects, 
the  ground  lies  beyond  the  range  of  the  Ecc 
are  thus  constrained  to  select  somewhat  : 
notice  a  few  out  of  the  many  valuable  arti< 
We  must  omit  altogether  the  first  divisioi 
deals  with  "Empire  and  Citizenship."  Ui 
"National  EflSciency,"  passing  over  with 
dane*s  treatise  on  "National  Education  '* 
papers,  we  first  notice  Prcrfessor  B.  J.  C 
Labour."  ProfesscH:  Chapman  anticipates 
tion  of  the  productive  system  in  regulations 
had  set  in  before  the  war  will  have  been  e 
ence  obtained  daring  the  war.  For  exampl 
beyond  the  powers  of  organisation  to  fit 
women,  under  ccmditions  suited  to  their 
ployment  of  men  under  different  and  less 
Things  will  come  out  greatly  changed  fro 
Nevertheless,  the  State  is  bound  to  full 
restore  restrictions  which  prevailed  before 
people  have  a  right  to  a  status  at  least  at 
tions  were  intended  to  secure.  But  they 
something  to  bargain  with  and  thereby  obi 
from,  but  more  advantageous  than,  the  o 
dealing  with  the  relations  between  empl 
the  period  of  transition  following  the   vs 
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prevent  the  economic  system  which  has  been  forced  by  the  strain 
of  war  to  make  itself  plastic  from  hardening  again  into  a  rigid 
form.  "Its  habit  has  hitherto  been  that  of  the  lobster — to  grow 
a  shell,  discard  it  when  it  has  become  absolutely  tight,  and  then 
grow  another.  The  ideal  to  aim  at  is  continuous  plasticity  under 
working  agreements  which  can  be  modified  as  need  arises,  seeing 
that  schemes  suited  to  all  the  features  of  an  unforeseen  future 
cannot  possibly  be  devised."  One  awkward  factor  to  allow  for 
will  be  price  variations  with  consequent  changes  in  real  wages. 
"The  obvious  course  is  to  provide  some  slide  of  wages  with  an 
agreed  index  of  prices  for  a  period."  But  there  remains  the 
question  what  should  be  the  starting  wage,  what  should  be  the 
real  wage  which  it  is  agreed  to  keep  constant  while  prices  vary. 
Shall  the  basis  be  the  terms  which  the  wage-earner  now  enjoys, 
or  his  remuneration  before  the  war? 

Professor  Chapman  incidentally  throws  much  light  on  a 
p'oblem  which  is  discussed  eo  nomine  in  the  two  following  essays, 
"The  Belations  between  Capital  and  Labour."  On  behalf  of 
Labour  Mr.  G.  H.  Eoberts,  M.P,,  makes  some  large  claims. 
Seeing  that  nothing  is  so  demoralising  to  the  worker  as  low  and 
uncertain  wages,  **  it  should  be  made  a  misdemeanour  for  any 
person  to  take  another  into  employment  unless  able  and  willing 
to  pay  a  living  wage."  **  The  doctrine  of  laissez-faire  must  be 
interred  beyond  the  possibility  of  resurrection."  But  the  tone 
in  which  these  demands  are  made  is  conciliatory.  The  writer 
does  not  pretend  that  all  the  faults  have  been  on  the  side  of  the 
employing  class  in  their  disputes  with  the  workpeople.  He  looks 
for  some  permanent  plan  for  securing  agreement  between  the 
parties,  such  as  was  suggested  by  the  Industrial  Council  appointed 
in  1912.  He  separates  himself  from  those  mischievous  persons 
who  go  about  prophesying  a  widespread  class  warfare  after  the 
termination  of  national  hostilities.  "Having  seen  the  son  of  the 
well-to-do  and  the  son  of  the  labourer  watching  and  fighting 
together  in  order  that  their  country  may  remain  great  and  its 
people  free,  I  cannot  think  they  will  soon  forget  the  ccnnrade- 
ship  that  inspired  them  to  common  endeavour  i^nd  sacrifice.  .  .  ." 

In  a  similar  spirit,  from  the  standpoint  of  Capital,  the  late 
Sir  Benjamin  Browne  deprecates  quarrels.  "What  we  want  is 
to  try  and  somehow  re-establish  that  trust  between  employers  and 
workmen  that  has  to  a  certain  extent  fallen  into  abeyance,  but 
by  no  meatis  altogether.  ..."  '*  The  two  bodies  ought  to  be 
(M'ganiBed,  as  mo^t  of  them  have  been  for  some  time,,  and  they 
ought  to  meet  together  on  a  footing  of  absolute  equality,  and  no 
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stoppage  ought  to  be  allowed  until  every  efforl 
to  make  a  friendly  settlement."  Some  not  o1 
which  should  be  taken  into  account  in  framii 
are  adduced  by  the  experienced  entrepreneur 
case  of  a  company  where  the  amount  of  c 
workman  is  large  a  small  sacrifice  on  the 
materially  benefit  the  workman ;  yet  the  c 
when  there  is  only  dBlOO  of  capital  or  less 
Again,  the  large  profits  of  some  businesses  ; 
the  fact  that  many  others  make  either  little 
I  came  to  Newcastle  as  an  employer,  in  18' 
meet  all  the  engineering  employers  of  Newc 
I  have  kept  an  account  of  these  businesses, 
thirds  of  them  have  perished  disastrously." 
power  of  a  long  purse  to  surmount  troubles 
the  law,  unexpected  strikes,  and  all  othei 
measures,"  generally  tend  to  give  the  largi 
tage.  The  decline  of  the  small  employei 
writer  as  a  national  calamity. 

An  important  contribution  to  National 
Mrs.  Fawcett   in   her   article  on  "The   P 
Economic  Life."    We  shall  attempt  to  sumi 
compressing,  but,  we  trust,  not  distorting, 
the  article. 

Women  have  been  excluded  from  skille 
they  are  capable  by  the  action  of  trade  ^i 
"seven  or  eight  hundred  women  who  were 
monoliype  machines  in  Edinburgh  in  191^ 
dustrial  extinction  as  the  result  of  the  T 
strike."  In  the  textile  trades  "stringent 
vent  women  from  being  taught  to  *  s€ 
machines.  They  do  not  do  it  because  th 
learn  how  to  do  it."  The  trade  union  sj 
is  even  more  exclusive.  The  long  boyc< 
students  in  Edinburgh  University  has  onl] 
brought  to  an  end.  The  British  Red  Cr< 
of  the  war  refused  all  recognition  to  hospit 
women  for  foreign  service.  The  Arnay  M 
at  first  equally  exclusive.  Now,  indeed, 
way  into  the  medical  profession,  but  nearb 
is  still  closed  to  them  in  this  country.  Th 
waste  of  a  great  national  asset.     "There 
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the  v^aete  of  the  powers  and  gifts  of  the  human  beings  who  make 
up  the  nation." 

This  exclusion  from  skilled  trades  and  professions  exercised 
by  men  has  the  result  of  inequitably  lowering  the  remuneration 
of  women.  The  inequity  is  glaring  when  being  permitted  to  do 
the  same  work  women  receive  less  pay.  "For  clerical  work  the 
pay  allowed  by  the  Treasiury  for  women  is  substantially  lower 
than  for  men.  When  in  1916  the  great  rise  of  prices  called  for 
a  bonus  on  the  wages  of  the  clerical  staff  in  Government  Depart- 
ments, an  extra  4^.  was  given  to  all  the  men  from  eighteen 
years  old  and  upwards,  but  only  2^.  a  week  to  women."  At  an 
aircraft  factory  the  employers  tried  to  make  girls  sign  an  agree- 
ment to  work  at  a  flat  rate  of  8d.  an  hour.  .  .  .  "The  men  in 
the  same  factory  were  having  lOd.,  1^.,  and  Is.  2d.  per  hour; 
the  women  doing  in  most  cases  absolutely  identical  work."  Many 
instances  are  given  of  women  working  for  Government  or  in  "con- 
trolled "  establishments  who  are  receiving  wages  insufficient  to 
maintain  them  in  efficiency — evidently  (we  infer)  below  the 
standard  of  men's  wages. 

It  cannot  be  maintained  that  the  unequal  treatment  of  women 
is  justified  by  their  inability  to  acquire  skill  or  by  the  inferiority 
of  their  work.  Those  who  make  the  first  objection  can  never 
have  heard  Miss  Marie  Hall  play  the  violin  or  Miss  Fanny 
Davies  the  piano.  *'  They  can  hardly  even  have  seen  a 
woman  dancing  on  the  tight-rope."  As  to  the  alleged  in- 
feriority of  women's  work,  evidence  to  the  contrary  is  furnished 
in  abundance  by  the  experience  of  munitions  work.  For  instance. 
Sir  William  Beardmore,  in  his  presidential  address  to  the  Iron 
and  Steel  Institute,  1916,  recording  the  experience  of  his  own 
firm,  adduces  cases  in  which  "these  girls  in  all  cases  produced 
more  than  double  that  by  thoroughly  trained  mechanics — mem- 
bers of  Trade  Unions— working  the  same  machines  under  the 
same  conditions."  "In  the  turning  of  the^hell  body  the  actual 
output  by  girls,  with  the  same  machines  and  working  under 
exactly  the  same  conditions  and  for  an  equal  number  of  hours, 
was  quite  double  that  by  trained  mechanics." 

Nor  can  the  unequal  remuneration  of  women  workers  be 
justified  by  the  allegation  that  they  have  homes  provided  by  their 
parents  and  are  working  for  "pocket-money  wages."  "There 
may  be  here  and  there  a  few  young  women  who  are  working  under 
these  conditions,  but  it  is  not  true  of  the  mass."  The  recent 
researches  made  by  the  Fabian  Women's  Groups  show  that  out  of 
2,410  cases  of   wage-earning   women  two-thirds  ar©  not  only 
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entirely   self-supporting,  but   have  others  t 
themselves. 

The  fact  last  stated  meets  an  objection  w 
misses  somewhat  contemptuously  as  "the  o! 
having  dependents  and  the  women  none." 
statistics  which  Mrs.  Fawcett  cites  we  gs 
numbers  1,000  wage-earning  women,  about 
total  under  observation,  were  supporting  over 
or  children)  either  wholly  or  partially  (over 
950  partially).  There  were  also  432,  nearb 
total,  contributing  to  the  upkeep  of  their  c 
over  and  above  the  cost  of  their  own  board 

If  women  really  do  identical  work  for  k 
in  the  women  monopolising  the  trade  and  t 
out  of  it  or  coming  down  to  the  women's  i 

Thus  on  grounds  of  expediency  as  we! 
should  get  equal  pay  with  men  for  equal 
Williams  lately  declared,  E^)eaking  on  be 
Trade.  In  the  words  of  Mr.  J.  H.  Thorn 
few  that  are  free  from  that  fear  of  the  voter 
of  most  membera  of  Parliament — **  where^ 
the  work  of  men  they  should  be  paid  the 

We  do  not  feel  competent  to  comme 
which  we  have  attempted  to  sunmiarise. 
the  reader  to  test  the  strength  of  Mrs.  F 
referring  him  to  some  variant  statements  i 
made  by  other  high  authorities  on  the 
article  in  the  New  Statesman  (for  Augu 
Mrs.  Sidney  Webb  argues  that  the  principl 
work — that  "abstract  doctrine  of  the 
Feminist  * ' — ^may  lead  to  the  unexpected 
the  other  being  entirely  excluded  from  a  ] 
Miss  Bathbone  in  the  Economic  JouBKi 
et  seq.)  treats  as  very  serious  the  argumc 
cett  alludes  as  "the  <Ad  story  of  men 
women  none."  We  may  also  refer  to  Pi 
on  a  "Minimum  Wage  for  Women  "  in  1 
Economics  (for  May^  1916,  summarised  in 
September,  1916). 

We  pass  on  to  the  problem  of  **Ta 
treated  by  Dr.  Marshall.  He  begins  w 
revenue  required  after  the  war  will  certc 
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as  much  as  was  required  before   the  war,  certainly  mora  and 
possibly  mucfa  more  than  £in.400  (we  follow  Dr.  Marshall  in  the 
use  of  a  notation  which  is  convenient  for  those  who  have  to  think 
in  miliions).     The  next  topic  is  "a  search  for  the  least  detrimental 
distribution  of  the  future  heavy  burden  of  taxation.'*    The  state- 
ment of  the  question  affords  some  clue  to  the  answer.     For  it  is 
suggested,  as  we  interpret,  that  the  criterion  of  right  distribution 
is,  in  Mill's  phrase,  "the  mode  by  which  least  sacrifice  is  occa- 
ffloned   on  the    whole,"  rather   than  the  alternative,  but  by  no 
means  identical,  formula  given  by  Mill  and  mostly  adopted  by  his 
ioWowers,  the  principle  of  equal  sacrifice,  "that  each  shall  feel 
neither  more  nor  less  inconvenience  from  his  share  of  the  pay- 
ment   than  every  other   person    experiences    from    his"  (Mill, 
PoUtical  Economy,  Book  V.,    Chap.   II.,   §  2).     To  elicit  from 
the  second  criterion  a  decided  argument  for  progressive  taxation 
requires  assumptions  as  to  the  laws  of  sentience  which  are  some- 
what precarious,  which  seemed  to   Mill    "  too  disputable  alto- 
gether."   Dr.  Marshall  is  content  merely  to  allude  to  the  question 
whether  as  much  personal  hurt  is  caused  by  taking  £1,000  from  an 
income  of  dE10,000  as  by  taking  £20  from  an  income  of  £200.    It 
is  "a  matter  on  which  opinions  differ,"  he  says,  and  he  goes  on  to 
affirm  a  proposition  which  does  not  depend  on  such  precarious 
premisses;  "the  hurt  caused  by  obtaining  £1,000  of  additional 
Eevenue  by  means  of  levies  of  £20  from  each  of  fifty  incomes 
of  £200  is  unquestionably  greater  than  that  caused  by  taking  it 
from  a  single  income  of  £10,000."    Perhaps  he  would  agree  with 
us  in  accepting  Professor  Nicholson's  judicial  pronouncement  on 
the  issue  between  **  minimum  sacrifice"  and  "  equal  sacrifice  "  : 
that  the  former  statement  "seems  more  logical  on  the  pure  utili- 
tarian theory ;  on  grounds  of  formal  justice  the  equality  of  sacrifice 
may  be  preferred"    {Principles,   Bock   V.,   Chap.    VII.,    §    3, 
note).   At  any  rate.  Dr.  Marshall  seems  to  secure  the  good  and  to 
avoid  the  danger  inherent  in  each  of  the  doctrines.    On  the  one 
hand,  he  would  not  exempt  from  taxation  and  the  attendant  sense 
of  sacrifice  even  "the   poorest  idass  of  genuine  workers,"  even 
**tho8e  who  apply  practically  the  whole  of  a  very  small  family  in- 
come to  good  uses."    They  wquld  thus  "remain  full  free  citizens 
with  a  direct  interest  in  public  finance."    **But  \he  greater  part  of 
what  they  contribute  directly  to  the  Exchequer  should  be  returned 
to  them  indirectly  by  geoerous  expenditure  from  public  funds,  im- 
perial  and  local,  for  their  special  or  even  exclusive  benefit."  On  tiie 
other  haiid,  whUe  recommending  that  the  income  tax  should  be 
more  steeply  graduated,  with  perhaps  some  increase  in  duties  on 
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inheritance,  be  would  avoid  the  danger  of  d 
tion  of  capital.  "'The  duty  of  each  general 
to  follow  is  as  urgent  as  that  of  the  rich  t 
a  more  than  proportionate  contribution  fro 
national  purse;  ethical  considerations  anc 
make  alike  for  the  preservation  of  capital.' 

In  connection  with  the  apportionmen 
the  rich  and  the  poor  we  may  notice  a  ce 
''If  a  great  put  of  the  Revenue  is  derive 
modities  consumed  by  the  people,  then 
living  of  the  people  must  be  lowered  or  th< 
be  paid  by  their  employers;  therefore  it 
on  the  income  obtained  from  capital  emplc 
statement  (whidi  like  most  of  our  unavc 
tions  should  be  read  with  the  context)  see 
the  statements  of  Adam  Smith  and  Bicardc 
of  taxes  on  the  necessaries  of  workpeople. 

We  are  reminded  of  another  classical  d^ 
by  John  Bae  in  the  work  so  highly  praised 
Marshall  suggests  that  "pleasure  derived  f 
can  be  made  a  source  of  revenue  withoi 
those  who  are  taxed."  The  affinity  wh 
this  principle  and  the  taxation  of  advertise 
consideration. 

Taxes  on  imports  are  reserved  for  separi 
have  certain  advantages.  Under  modem 
are  more  easily  taxed  when  crossing  the 
duced  at  home.  A  great  part  of  the  burd 
cases,  be  thrown  on  the  foreigner.  On  tl 
any  import  tends  to  prejudice  those  who  a 
for  export.  And  the  arguments  in  fav 
taxes  have  generally  to  be  discounted  b; 
observation.  ''The  experience  of  many 
policy  which  will  confer  a  considerabL 
compact  group  of  traders  or  producers 
appear  to  be  in  the  interest  of  the  na 
wrought  by  it  though  very  much  greatti 
the  gain  resulting  from  it  is  so  widely  diffi 
are  moved  to  devote  mind,  time,  and  en 
study  of  it. '  Its  advocates  speak  with  z 
expert  knowledge.  But  they  are  bad  | 
and  perfectly  upright ;  for  a  policy  that 
profit  is  invested  in  their  eyes  with  a  dec 
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Taxes  on  imports  have  been  advocated  as  a  sonrce  of  revenue 
—revenue  urgently  required  after  the  war.    But  the  souice  is  less 
abundant  than  is  supposed.     Even  Germany  (in  1913)  derived 
only  about  2s,  per  head  of  her  population  from  taxes  on  finished 
gooda  of  all  kinds ;  and  our  exchequer  will  require  about  a  hundred 
times  as  much  as  this  per  head  after  the  war.    It  is  not  generally 
known   that    Germany's   receipts  from  import   duties  on   "raw 
materials  for   the  pm-poses  of  industry"  yielded  almost  the  same 
ajnount  as  tliose  on  finished  goods  and  more  than  four  times  as 
mucti  as  those  on  half-finished  goods.     Against  the  taxation  of 
foieign  half  manufactured  and  even  wholly  manufactured  goods 
{or  the  purpose  of  revenue — or  indeed  for  any  other  purpose — is 
to  be  set  the  weighty  consideration  that  Britain  owes  much  of 
her  advantage  as  an  exporter  to  the  ease  with  which  her  manu- 
facturers obtain  such  goods  from  all  parts  of  the  world. 

Another  purpose  for  which  taxes  on  imports  are  recommended 
is  to  protect  industries  which  have  suffered  from  foreign  com- 
petition. Dr.  Marshall  reminds  us  that  the  advantages  of  pro- 
duction on  a  large  scale,  as  a  means  to  which  Protection  is  recom- 
mended, belong  in  the  highest  degree  not  to  a  single  business, 
nor  even  a  single  industry,  but  to  **  a  compact  industrial  district 
where  the  production  of  many  correlated  industries  for  sale  at 
home  and  abroad  work  into  one  another's  hands;  thus  getting 
what  they  need  without  obstruction.*' 

With  regard  to  dye  and  certain  "chemical"  and  other  industries 
in  which  Britain  has  been  outpaced  by  Germany,  "  the  best  remedy 
is  a  voluntary  association  of  British  manufacturers  and  traders 
who  have  some  special  interest  in  the  matter,  and  who  unite 
their  resources  to  set  up  the  industry  in  full  strength."  "  State 
laboratories  and  University  laboratories  subsidised  by  the  State 
should  be  required  to  undertake  suitable  inquiries  on  behalf  of  the 
mdusiry."  To  meet  the  expenses  thus  incurred,  "  a  small  duty 
may  reasonably  be  levied  on  imports  which  compete  with  the 
products  of  the  new  industry.*' 

A  heavy  duty  may  be  imposed  on  any  of  the  articles  which 
can  be  shown  to  be  often  **  dumped  "  in  the  British  market  at 
an  exceptionally  low  price  for  the  express  purpose  of  crushing 
the  new  industry.  But  there  occurs  to  us  here  an  observation 
made  by  the  author  in  a  somewhat  different  connection  :  "No 
good  distinction  has  yet  been  found  between  malignant  dumping 
and  the  practice  of  selling  abroad  occasionally  at  relatively  low 
prices,  which  obtains  in  almost  every  British  industry." 

Again,  in  the  matter  of  key  metals,  *'  new  conditions  seem  to 
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call  for  some  departure  from  that  liberal  policy  which  has  served 
Britain  well  in  the  past."  But  *'  the  key  metals  of  to-day  are  not 
those  of  a  few  years  ago;  and  restrictive  measures  by  taxation 
are  a  pow  substitute  for  constructive  energy  which  may  outpace 
the  Germans  in  finding  out  what  will  be  the  key  metals  of  the 
coming  generation." 

The  new  requirements  of  national  defence  have  also  weakened 
some  of  the  old  arguments  for  the  free  importation  of  food; 
**  some  measure  of  protective  policy  in  regard  to  necessary  food 
supplies  may  need  to  be  accepted  as  an  insurance  against  dis- 
aster." The  writer  indicates  some  measures  among  which 
Protective  duties  are  not  conspicuous.  He  refers  to  Professor 
Naumann*s  conclusion  that  the  progress  of  agriculture  in  Germany 
has  been  at  about  the  same  rate  in  recent  years  as  under  the  more 
liberal  Capri vi  poUcy,  and  at  least  as  great  in  duty-free  countries 
as  in  those  with  Protective  tariffs. 

The  topic  is  connected  with  imperial  jM-eference.  Import 
duties  from  which  the  other  parts  of  the  Empire  are  exempted 
would  have  little  effect.  "  If  Empire  grain  is  admitted  free,  and 
Argentine  grain  is  not,  then  Argentine  grain  will  oust  Empire 
partially  or  wholly  from  other  markets;  and  Britain  will  be 
supplied  almost  exclusively  from  the  Empire  at  about  the  same 
prices  as  before."  But  if  the  Empire  grain  is  taxed  at  a  rate  lower 
than  that  levied  on  other  grain,  Britain  will  make  a  valuable 
present  to  other  parts  of  the  Empire  at  great  cost  to  herself.  But 
this  result,  if  unintended,  is  open  to  the  remark  that  business 
transactions  among  relatives  and  friends  are  dangerous. 
Difficulties  open  out  in  every  direction  when  specific  details  of 
plans  for  Preferential  duties  are  considered  closely.  There  are 
also  some  general  objections  of  an  "  ethico-political "  character. 
If  Britain  tries  to  turn  victory  to  her  own  special  benefit,  if  her 
actions  give  colour  to  the  charge  that  she  organised  the  war  in 
the  interests  of  her  own  industry  and  trade,  she  will  commit  a 
fatal  error.  It  was  by  proceeding  on  Machiavellian  lines  that 
Germany  provoked  the  antagonism  of  the  world.  Lastly,  if 
Britain  should  countenance  the  large  schemes  of  Protection  put 
forward  in  some  quarters,  ''  Britain  would  appear  to  abdicate  her 
great  place  as  ruler  of  India  in  India's  interest." 

F.  Y.  Edgbworth 
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NOTES    AND    MEMORANDA 

The  Mass  of  Unremunbrative  Capital 

At  a  moment  like  the  present,  when  attention  is  being  daily 
focussed  upon  the  spectacle  of  the  vast  profits  now  being  made 
in  certain  sections  of  commerce  and  finance,  there  is  some  daager 
lest  the  public  may  forget  that  the  total  amount  of  capital  which, 
80  far  as  its  owners  are  concerned,  has  been  hopelessly  sunk,  or 
else  has,  during  longer  or  shorter  periods,  brought  in  no  return 
to  them,  is  so  enormous  as  to  reduce  the  average  return  obtainable 
by  the  investment  of  capital  to  a  rate  very  far  inferior  to  those 
signalised  with  disapproval  by  a  section  of  the  Press.  Sometimes 
capital  has  been  lost  in  speculations  which  have  been  bogus  from 
beginning  to  end.  But  often  a  collapse  of  an  undertaking  has 
followed  on  a  period  of  temporary  prosperity,  while  in  many 
enterprises  the  capital  engaged,  although  lost  to  its  original 
owners,  cannot  be  said  to  have  been  entirely  thrown  away,  since 
it  has  called  into  being  works  of  general  utility  which  not  only 
afford  steady  employment  to  large  masses  of  labourers,  but  also 
perform  important  services  to  the  public.  Of  these  two  latter 
classes,  the  Liberator  Building  Society  (not  to  be  too  recent)  and 
the  old  London,  Chatham,  and  Dover  line  are  instances  respec- 
tively. Moreover,  in  a  very  large  proportion  of  instances,  as 
everyone  knows,  a  company's  business  is  remunerative  as  to  a 
portion  of  its  capital  and  non-paying  as  to  the  remainder. 

The  present  memorandum  has  been  compiled  from  the  Ofl&cial 
List  of  the  London  Stock  Exchange  for  November  30th  last,  and 
relates  therefore  only  to  securities  which  are  quoted  on  that 
Exchange,  but  which  have  not  been  quoted  as  ex  dividend  since 
June  30th,  1915.  Consequently,  many  British  undertakings  of 
considerable  local  importance  are  absent,  while  a  vast  number  of 
enterprises  carried  on  in  foreign  countries,  some  under  British 
and  some  under  foreign  management,  are  included.  Obviously, 
therefore,  the  capital  locked  up  or  lost  must  be  to  a  considerable 
^      extent  not  British  but  foreign. 

r  The  classification  adopted  in  the  Stock  Exchange  List  as  to 
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the  nature   and   functions  of  the  companies  and   other   bodies 
enumerated  has  been  retained.     Where  the  securities  have  been 
in  shares  the  face  value  has  been  taken  and  when   necessary 
reduced  to  pounds  sterling.     As,  in  order  to  save  labour,  sums 
below  a  thousand  pounds  have  been  ignored,  the  totals  are  no 
doubt  considerably  below  actuality,  the  understatement  running 
probably  into  some  millions  of  pounds  in  the  aggregate.     Under- 
takings have  been  grouped  also,  according  to  the  countries  in 
which  they  are  situate,  into  British,  British  Colonial,   British 
Indian,  United  States,  and  Foreign.     Thus    a  railway  in  South 
America  is  classed  as  foreign  because  it  is  located  in  a  foreign 
country,  though  it  may  be  under  predominantly  English  control. 
A  large  number  of  failiures  to  pay  interest  or  dividends  will 
have  resulted  from  causes  arising  out  of  the  present  war.     In 
order  roughly  to  isolate  these  from  failures  originating  indepen- 
dently of  the  war,  a  further  classification  by  date  has  been  effected 
according  as  the  last  quotation  ex  dividend  occurred  previously  to 
1913,  during  1913,  or  during  1914  and  the  first  half  of  1915. 
Passings  of  dividend  occurring  subsequently  to  the  latter  date 
have  been  disregarded,  because  they  may  have  been  due  to  tem- 
porary causes  not  affecting  the  general  stability  of  the  company. 
The  suspension  of  dividends  by  public  bodies  and  commercial 
companies  operating  in  enemy  countries  has  been  omitted  from 
the  present  calculations  as  the  suspension  has  resulted  automatic- 
ally from  the  declaration  of  war,  and  is  no  criterion  of  com- 
mercial instability. 

It  is  gratifying  to  be  able  to  record  that  no  defaulters  are  to 
be  found  among  any  of  the  British,  Colonial,  or  Indian  Govern- 
ments or  municipalities  whose  loans  figure  among  the  securities 
quoted  in  the  List,  with  which  latter  alone,  the  reader  is  re- 
minded, this  memorandum  is  concerned. 

The  amount  of  capital,  within  the  limits  above  stated,  bringing 
in  no  return  to  its  investors  since  the  middle  of  1915  reaches  the 
enormous  total  of  six  hundred  and  seventy  millions  sterling,  or, 
more  precisely,  somewhat  exceeds  d6668,175,000.  Of  this  sum, 
nearly  one  half,  namely,  £319,028,000,  consists  of  the  securities 
of  railways  in  the  United  States.  Included  among  the  latter  in 
the  Stock  Exchange  List  are,  however,  the  various  issues  of  the 
Mexican  National  Bailways  totalling  JE45,000,000,  although  the 
other  railways  of  that  country  are  classed  in  it  as  Mexican  and 
not  as  belonging  to  the  United  States. 

Unremunerative  capital  in  Home  investments  amounts  to 
£74,583,000,  of  which  £35,599,000  is  to  be  credited  to  railways; 
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£3,204,000  to  brew«es;  £1.369.^)  to  rmance  cmnnwww  tid 
trnste;  JE345.(XjO  la  dartric  lifting  companiea:  £H^)U'^^  * 
inm.  cod,  and  steei  companiea:  £4/201  ,'HH)  ^o  .hinnjniy.  -**»* 
graphs,  and  tranwa^;  and  ^£26,349.000  ^o  *^mnu^ri:u  n.i  ■- 
dnstrial  ondataldiigs  not  cflming  under  ^het  \ku\v^   ^oiU 

The  total  amoont  for  the  Colonien  la  dmu^\'^^     '  -^     ""  ' 
£64,927,000,  ciHnpofled  of  £21,439,000  Ji  rai.v.T. 
in  land  companies  and  tznsts ;  £11,505 .  •  <•  r.  r-  c     - *•  -^ 

£10412,000  in  othffl:  mines  and  in  o«     zZ  .^^  ■•  '^ 

pow«;  £5-22,000  in  breweries;  £1"-'  /•  •  x  >-•  :.■■  -^ 
£388,000 in txam and omnibns companies    zT.'S  :    ^       *'-^- 

and  nibb«r  companies ;  and  £2,717.'//.'  _l  r-,*r   ---'-. 
industrial  concoms.    The  Mwntint  of  lii*"^.!.   rr-  '-*^.  -^  ■ 

is  almost  negligible,  and  onlv  ^^0   oi*:*'^'-. '^ 

mines,  are  involved. 

With,   the    CECception    -A    '  --    .wc-     -^-' 
£319,028,000  sank  in  run-^^^r  -u.  •••*--  -- 
States  (or  £27-4,0Oi»  -v  i  ^^    -.--      •       ^      -      - 
Bailways),  the  amonnt   oi   'ut'-.^p*  :.^    "..'     i      .  .----^ 
^^^^'nj^ry    ia    camp«ran-r->:7     jih.;.:..:. -.*  ■        -^- 
£3,512,000  in  electric  ^yj^^   r-v?^-  .        -   ^  - 

£220,000  in  ateei:  £^-/.    '•.    x    ■•       .-  ^ .      .  - 

^'^Mte;  and  £S,^2./>-   Ji  ^r  .»r  -r^:-^  -  .*-.  -     -' 

l^^fa^  na,  it  appear^  "'-u^--  ^^  v--  ^:  --r.  -      -    ■  • 

Paying  intere^  ia  3  -=.   V»sr    c'  -i-:      ..... 
*"™iona,  nil  ji  Z^J'^-^    i.-.-   .  Jr    *      ^  ^ 

aame  time.  :;^  i-^^-r  r^---    ;     -.  --.--     ^   -  ^         - 

tt©  State*  'M  n^isar-    v. -- ^    -  ^;         .    -        .  ^       -    - 
*8*™^  *^>  ys  ^     -    . 

In  ctier  i^^.^.     ^.  ,,  .^     i^     ,^ 
debnlten  -r^-^   £--     .j-  , ,  ^         .  ^.        ^.    -. 

■ext  wri  ^:^,  -,^     '         ^    „^J  ^ 

tnista  ^^jL  £:-  '^       •       .       -.  ^     ,  .  .       .     ^ 

£12^1  j,9       -..^^^     ^..^^      ..  '       .        ■     .'    ^ 
eiectric  yjw.^  ^jr-r;*^'-*^     *        ^  /<  -^^     >•- 

nibber  «GBiQiiiiu!9k  •^••-    .--»^    »        -*•*      ^'  ■^'      .-  - 

£34,7  A  '//.    jj   ♦3WB^>^^*st     J     ^Afca      •  ■'      '  •"    -  -^ 

Wid  £3?;  >ig ;ii^  ^^  v:-**-  my.^t^.    ;     -  ^     '"-'•  " 

ThecKa«ir^  vwuws-i^  *ar^.^'        >^   ' 

far  the  Ui^syc  ilru^iKm^ .  /:.    ^v^  /^     -  -     ''''-'     -         "^ 
for  the  Uijs^  V^iii^  ':^    4>^>.    /v^    v'   -*^    "^    -> 
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Of  our  own  group  72  had  never  paid,  or  hac 
previously  to  1914,  so  that  their  difficulti< 
of  the  war.  Most  of  the  financial,  transpor 
date  their  passing  of  dividends  ba^k  to  th 
maining  fifty  which  have  suspended  int 
mencement  of  the  war,  the  great  majority 
have  belonged  to  the  group  of  miscellaneoi 
merdal  businesses  such  as  large  shops,  pi 
hotels,  and  manufacturing  firms.  Of  the 
thirty-three  occurred  before  1914,  as  did  i 
Of  those  in  the  United  States,  the  war  co 
the  six  which  happened  in  1914-15.  Amonj 
countries  (upwards  of  sixty  being  South  A 
fifty-nine,  or  just  over  half,  occurred  during 
of  these  were  no  doubt  affected  more  by  tl 
than  by  the  European  war. 

It  is  noticeable,  however,  that  six  of  t 
Colonial  railways,  nine  out  of  twenty-oi 
Colonial  land  and  finance  companies,  and  n 
foreign  land  and  finance  companies,  have 
war.  That  five  out  of  the  seven  failures 
discbarge  their  liabilities  occurred  during 
which  the  internal  troubles  of  Mexico  coinc 
since  they  are  all  Mexican  or  Central  or  S 

The  suspensions  of  dividend  by  miscel 
industrial  undertakings  in  the  Colonies,  t 
other  foreign  countries  are  few  compared  ' 
description  at  home.  tThis  was  to  be  expe 
proportion  of  those  existing  outside  Great  I 
on  the  London  Stock  Exchange. 

C.  ] 


Bakk  Beserves  and  Depb 

Banking  capital  and  deposits  are  emj 
vances.  An  increase  of  deposits,  in  norms 
by  an  increase  in  loans.  Conversely,  when 
the  bank  calls  in  its  loans.  In  times  of 
not  be  able,  and  would  certainly  be  un^ 
would  only  intensify  the  crisis.  It  is,  t 
lending  which  cures  panics,  and  non-lendi 
which  aggravates  them. 

An  Emergency  Fund  or  Beserve  is,  i 
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modern  banking.  It  is  so  because  banks  may  be  called  upon 
suddenly  to  pay  certain  of  their  liabilities  at  a  time  when  it  may 
not  be  possible  or  politic  to  call  upon  borrowers  to  repay  their 
loans. 

A  Eeserve  Fund,  if  it  is  to  be  available  in  emergency,  must 
be  liquid.  It  may  consist  either  of  cash  or  of  securities.  If  the 
latter,  the  securities  must  be  of  a  kind  which  in  the  worst  of 
times  the  ultimate  lender,  the  Bank  of  England,  would  not  refuse 
to  accept  as  security  for  an  advance. 

The  bank  publishes  an  account  of  its  Eeserve  Fund  in  order 
to  satisfy  the  public  that  it  possesses  cash  or  securities  sufficient 
to  meet  its  liabilities.  Upon  the  magnitude  of  its  reserves,  and 
tbe  nature  of  the  securities  which  compose  them,  depend  the 
credit  and  stability  of  the  bank.  The  test  is  the  extent  to  which 
iiie  securities  are  liquid.  The  worth  of  the  reserve  is  measured 
fh  K  f  *^''*^^^  ^^«^  ^aJ^e-  If  it  is  high,  then  the  credit  of 
jne  bank  is  high.  If  it  is  increased  or  diminished  by  a  rise  or 
lail  in  the  market  price  o!  the  securities,  there  will  be  a  corre- 
pondmg,  not  necessarily  an  equivalent,  change  in  the  credit  and 
stabihty  of  the  bank. 

The  banker,  therefore,  is    always    trying    to    maintain  the 
potential  cash  or  pledging  value  of  his  reserve  unimpaired  by 
purchasing  with    every  fall   in   price    an    additional  amount  of 
securities  equivalent  to  the  depreciation  in  their  former  market 
e.    If  there  i§  no  depreciation,  his  object  then  is  to  augment 
^8  reserves  by  steadily  writing  them  down.     By  that  phrase  is 
th^^h  1        Provision  cut  of  annual  profits  of  a  fund  for  bringing 
vahie     I   ^"^^^^^  value  of  the  reserve  security  below  the  market 
of    ^  fti     ^^  Mainly  due  to  this  procedure,  namely,  the  retention 
th  f^fh      ^^^  *^®^^  employment  in  ordinary  banking  businesB, 
a      lie  proportion   of   securities  to  banking  resources,   which 
twenty  years  ago  was  25  per  cent.,  has  been  reduced  to  15  per 
cent,  to-day. 

The  income  from  the  securities  is  not  affected  by  the  fall  in 
their  market  value,  so  that  the  effect  of  the  setting  aside  of  profits 
to  balance  the  depreciation  is  to  add  to  the  earning  power  of  the 
bank.  The  amount  retained  out  of  the  annual  profit  of  any  one 
year  will  ultimately  be  returned  to  the  shareholder  in  increased 
^vidends. 

It  may  be  said,  however,  that  the  ultimate  interests  of  the 
Dank  do  not  always  coincide '  with  the  immediate  interest  of  the 
shareholder;  what  he  wants  is  a  large  dividend  now.  The  securi- 
ties, he  will  argue,  are  not  of  the  nature  of  q,  wasting  asset  like 
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machinery.  The  fall  in  value  is  merely  due  to  market  fluctua- 
tions in  the  rate  of  interest  which,  sooner  or  later,  is  certain  to 
be  reversed,  while  the  rise  in  the  market  rate  of  interest  which 
causes  depreciation  enables  the  bank  to  charge  higher  rates  for 
money,  and  this,  he  will  say,  is  in  itself  a  source  of  additional 
profit  to  the  bank. 

To  this  it  may  be  answered,  in  the  first  place,  that  the  value 
of  securities  may  be  affected  by  causes,  such  as  an  undue  exten- 
sion of  the  national  liabilities,  other  than  a  rise  in  the  rate  of 
interest.  Consols  in  1903  were  s£94  5s.  and  money  at  call 
£2  17s.  lOd.  In  1914  Consols  were  £76  3s.  Id.  and  mcMiey 
£2  6s.  lOd.  Consols,  in  fact,  depreciated  19  per  cent,  in  the  period 
under  review  without  any  corresponding  rise — on  the  contrary, 
there  was  a  fall — in  the  market  rate  of  interest. 

In  the  case  cited  above  it  is  clear  that  there  will  be  no  increase 
in  the  earning  power  of  the  bank  from  a  higher  market  rate  of 
interest,  and  if  suitable  provision  had  not  been  made  for  the 
market  depreciation  of  Consols,  it  is  probable  that  the  earning 
power  of  the  bank  would  have  been  curtailed  through  loss  in 
credit  and  prestige.  Any  addition  to  the  earning  power  is,  so  to 
speak,  accidental  and  ancillary  to  the  main  purpose  of  provision 
for  depreciation,  which  is  to  ensure  the  stability  and  solvency  of 
the  bank  in  time  of  panic. 

If  it  is  assumed  that  the  depreciation  is  caused  entirely  by  a 
rise  in  the  market  rate  of  interest,  then  it  iqay  be  admitted  that 
the  profits  used  to  balance  the  depreciation  have  permanently 
improved  the  position  of  the  bank. 

But  then  depreciation  is  not  always  due  to  a  rise  in  interest. 
In  that  case,  apart  from  increased  earnings  which  are  really  only 
deferred  profits,  it  cannot  be  said  that  the  position  of  the  bank 
is  permanently  improved  by  providing  for  the  actual  depreciation. 
The  position  is  only  restored. 

Suppose  a  bank  buys  £100,000  Consols  at  par,  which  it  gradu- 
ally writes  down  out  of  profits  until  they  stand  in  its  books  at 
50  per  cent,  of  their  face  value.  Originally  the  bank  had  £100,000 
Consols  and  an  income  of  £2,500.  It  still  holds  the  £100,000 
Consols,  now  valued  at  £50,000,  with  the  original  income  of 
£2,500,  plus  whatever  it  can  earn  on  the  £50,000  provided  to 
balance  the  depreciation.  Its  earnings  have  increased,  but  its 
actuarial  position  is  the  same  as  it  was  when  Consols  stood  at 
par.  It  may  be  said  that  there  is  a  potential  improvement,  on 
the  assumption  that  Consols  may  recover  in  the  futiu^,  in  which 
case  there  will  be  a  surplus.    But  then  there  is  also  a  potential 
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deterioration,  since  Consols  may  fall  further  in  the  future  and 
produce  a  deficit.  In  fine^  the  position  of  a  bank  is  determined 
by  the  actuarial  value  and  not  the  potential  value  of  its  securities 
at  any  given  time.  Provision  for  depreciation  out  of  profits  does 
not  in  itself  improve  permanently  the  position  of  the  bank.  It 
may  do  so  or  it  may  not.    It  depends  on  circumstances. 

C.  S.  Addis 


Turkey's  Financial  Position 

The  following  is  a  summary  by  Dr.  A.  Euppin  of  the  speech 
delivered  by  the  Turkish  Finance  Minister,  Djavid  Bey,  at  the 
beginning  of  March  during  the  Budget  debate.  (Published  in 
the  Wiftschaftsdienst  of  April  13th.) 

The  National  Debt  before  the  war  amounted  to  £T.150  million 
(Turkish  pound  =18s.  3d.).  During  the  war  it  has  increased  by 
fT.180  million,  and  is  now  £T.330  million.  At  6  per  cent,  this 
debt  requires  an  annual  sum  of  £T.21.8  million  to  provide  the 
interest.  The  newly  contracted  debts  of  £T.180  million  con- 
sist of  the  following  individual  amounts  : — 


(1) 
(2) 
(3) 
(4) 

(5) 

(6)  About 


(7) 


About 

(8) 

(9) 
(10) 

(II)  About 


jeT.11,600,000     Gold  loan  from  German  Government. 

19,000,000  Loans  from  German  Government  in  form  of  a 
27,777,940  transfer  of  German  Treasury  Notes  to 
32,000,000        cover    issue    of    paper    money    by  Turkish 

Government. 
2,874,000     Loan  from  German  Government  for  construe 

tion  purposes. 
26,000,000  Loan  from  German  Government  for  various 
objects  :  Payment  of  transport  costs  on  Bag- 
dad and  Anatolian  Railway  (Mk.25  million), 
of  interest  coupons  of  Turkish  loan  in  Ger- 
many (Mk.l7  million),  for  purchases  of 
goods  in  Germany  (Mk.208  million),  for  un- 
specified subjects  (Mk.250  million). 
25,000,000  Loan  from  German  Government  for  purchase 
of  munitions  in  Germany. 

jeT.143,000,000     Total  amount  of  loans  in  Germany. 

10,000,000     (Kr.240  million)  loan  from  Austrian  Govern- 
ment. 
8,383,000     Unpaid  interest  coupons  of  State  loans. 
716,000     Overdue  pay  of  ofl&cials  and  pensions. 

20,000,000     For  requisitions  of   goods  against   requisition 
vouchers. 


Total    about    4T480,000,000     Debts  contracted  during  the  war. 
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The  war  expenditure,  if  the  loans  raised  are  divided  by  thirty 
months  of  the  war  that  have  gone  by,  amount  to  £T.5  million 
(Mk.91  million)  per  month. 

Paper  money  has  been  issued  by  the  Government  in  the 
following  amounts  : — 

Ist  issue    £T.6,519,000.    Redeemed    in    gold    through    the    Deite 

Puhlique  Ottomane  6  months  after  con- 
,  elusion  of  peace,  covered  by  German 

gold  in  the  treasuries  of  the  Deite  in 
Germany  and  Austria. 
2nd  and  8rd  issue  19,000^000.     Redeemable  in  gold  the  year  after  con* 

(  elusion    of    peace    through    the    Deite 

I  Publique^  covered  by  deposits  of  Ger- 

.  "^7  *  "  naan  Treasury  Notes  with  same  term 

of  redemption. 

4th  issue 27,777,940.     Redeemable   in   gold   in   equal   amounts 

from  8  to  7  years  after  conclusion  of 
peace,  covered  by  deposits  of  German 
Treasury  Notes  with  same  term  of  re- 
demption. 

5th  issue 32,000,000.     Redeemable  in  gold  from  8  to  11  years 

after  conclusion  of  peace  (j£T.6  million 
each  in  8th  and  9th,  JgT.lO  million  each 
^  in  10th  and  11th  years  after  peace), 

guaranteed  by  German  Government. 

Total jeT.85,296,940. 

Thus,  in  twelve  years  after  the  conclusion  of  peace,  Djavid 
Bey  emphasised,  the  paper  money  issued  during  the  war  will 
have  disappeared  from  circulation  and  been  replaced  by  gold. 
The  fixing  of  relatively  short  terms  of  redemption,  such  as  have 
been  laid  down  in  no  other  State  for  paper  money,  have  been 
necessary  in  the  case  of  Turkey  in  order  to  create  confidence  in 
paper  money  among  the  population,  who  before  the  war  were 
not  accustomed  to  that  sort  of  currency. 

The  depreciation  of  the  paper  money,  the  Minister  continued, 
which  has  nevertheless  made  itself  felt  in  business,  has  no 
foundation,  and  is  to  be  attributed  to  ignorance  and  dishonest 
speculation  among  money-changers.  The  paper  money,  whose 
redemption  within  eleven  years  is  guaranteed  by  the  mighty 
German  Empire,  is  not  inferior  in  intrinsic  value  to  gold.  It 
is  true  that  a  rise  in  the  price  of  food  and  other  articles  is  being 
brought  about  in  all  countries  by  an  increase  in  the  currency  in 
circulation.  But  this  occurs  even  when  instead  of  paper  money 
large  quantities  of  new  gold  coin  come  into  circulation.  Thus 
in  the  United  States,  for  example,  the  increased  gold  imports 
during  the  war  have  led  to  a  rise  in  the  prices  of  all  articles, 
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The  coins  circulating  in  Turkey  he  estimated  as  follows  :— 

Total  gold  coins  minted jeT.68,286,000 

of    which    there    have    been    gradually    transformed    into 

ornaments  or  otherwise   withdrawn  from  circulation       ...  28,000.000 


so  that  there  remains  available  as  currency  about deT.40 ,000,000 

Silver   coins  minted         jBT.  10,677 ,000 

Disappeared  from  circulation,  about  ...  2,677,000 

w  that  there  remain  in   circulation 8,000,000 

Nickel    and  copper  coins  in  circulation,  about  2,000,000 


Total  coins 


ieT.60,000,000 


As  in  all  the  belligerent  States,  coins  have  practically  dis- 
appeared from  circulation  in  Turkey,  and  have  been  replaced  by 
paper  money.  Since  out  of  the  five  issues  of  paper  money 
amountmg  to  deT.85,000,000  only  j9T.46,000,000  have  so  far 
come  into  circulation,  that  is,  almost  exactly  the  amount  of  the 
metal  coinage  in  circulation  before  the  war,  there  can  really  be 
^o  question  of  the  flooding  of  the  market  with  paper  money, 
^^ly  if  the  total  amount  of  all  five  issues  is  brought  into  circu- 
lation could  a  rise  in  the  prices  of  necessaries  be  justified  by  the 
increase  in  available  currency. 

impossibility  of  Long-term  Internal  Loans, — It  would  natur- 
ally have  been  better  if  Turkey  had  been  able  to  cover  her 
financial  requirements  in  the  same  way  as  other  States  by  long- 
term  internal  loans  and  had  not  been  driven  exclusively  to  the 
Issue  of  paper  money.  "But,  unfortunately,"  said  Djavid  Bey, 
our  country  is  not  accustomed  to  internal  loans.  That  we  must 
frankly  admit.  If  the  Government  were  to  offer  an  internal 
loan  for  subscription  to-morrow,  I  do  not  know  what  response 
it  would  receive.  Therefore  the  Government  must  meet  every 
new  demand  for  money  by  the  issue  of  paper." 

Ftruince  After  the  War,— An  agreement  has  been  concluded 
with  the  German  Government  whereby,  if  the  surplus  of  Tur- 
key's imports  from  Germany  over  the  exports  to  the  country  m 
from  three  to  seven  years  after  the  war  reaches  £T. 7, 200 ,000, 
and  Germany  could  thus  meet  her  obligation  to  redeem  the  paper 
money  out  of  the  value  of  these  goods,  the  German  Government 
shall  neverthelesb  be  bound  to  send  to  Turkey  £T.3,5O0,00O  m 
gold  for  the  redemption  of  the  paper  money,  in  order  that  it 
may  replace  the  latter  as  currency  as  soon  as  possible,  at  least 
in  part.  Moreover,  the  German  Government  has  pledged  itself, 
should  the  import  surplus  remain  below  £T.7,200,00O,  to  take 
Turkish    paper    money  up   ^o  i>T  .10 ,000,000    ip    exchange  fov 
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German  paper  money  for  the  amount  of 
Turkish  Government  has  thus  in  its  hand 
taining  Turkish  paper  money  permaneni 
German  paper  money.  Finally,  this  parit 
by  the  provision  that  should  Turkey  from 
after  the  war  have  to  pay  to  Germany  in 
£T. 7, 200 ,000  on  account  of  goods  exported 
German  Government  has  pledged  itself  t 
surplus  over  deT.7,200,000  up  to  ieT.10,000 
in  Turkish  paper  money  at  par. 

Interest  on  Redemption  and  Conversion 
Debts. — The  loans  granted  by  the  Germ 
so  far  as  they  have  taken  the  form  of  Tr 
interest ;  the  other  (cash)  loans  bear  6  per  i 
loans  must,  partly  within  eight  and  partlj 
after  the  war,  be  converted  into  a  long-i 
loan.  Up  to  eight  or  twelve  years  after 
may  be,  Turkey  is  not  required  to  redeem 

The  Budget  for  1333  (1917-18)  estimate? 
million  and  revenue  at  £T.23  million.  I 
took  over  the  Finance  Ministry  after  this  es 
declared  that  he  could  not  maintain  it,  and 
owing  to  various  items  not  having  been  in 
put  at  too  low  a  figure,  would  be  increase 
jGT.54  million,  while  on  the  other  side  i 
reduced  to  d6T.21  million,  so  that — withon 
— there  would  be  a  deficit  of  dBT.33  milli< 

New  Taxes, — After  the  war  the  Bud^: 
jeT.40-42  million  expenditure  and  ;£T.30 
cover  the  deficit  there  will  be  levied  a  war 
new  taxes  on  consumption.  Of  the  lat 
paper,  matches,  sugar,  playing  cards,  petr 
alcohol  may  be  mentioned ;  already  duri 
been  levied  on  the  authority  of  provisiona 


Extracts  from  German  Periodicals  T 

From  the  Finanz  Archiv  and  other 
have  pieced  together  the  following  accouE 
imperial  taxation  in  Germany — a  stateme 
port  to  be  accurate  in  detail,  and  must 
reserve.     When  early  in  1916  the  ordir 
showed  signs  of  shrinking   while  expendii 
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Government  proposed  additions  to  taxation  of  two  kinds  :  first, 
a  quartette  of  taxes  which  we  might  call  ordinary,  as  distin- 
guished from  a  special  war  tax.  The  first  class  as  finally 
arranged  consists  of  new  or  increased  taxes  on  tobacco,  cigarettes, 
etc.,  postal  communications,  railway  trafl&c  (together  with  a  way- 
bill stamp  duty),  and  the  turnover  of  businesses  (a  tax  of  1  per 
mille  on  invoices  for  amounts  exceeding  Mk-3,000,  replacing 
receipt  stamp  duties  which  were  originally  proposed).  There 
was  anticipated  (in  May,  1916)  from  these  sources  a  future 
revenue  of  Mk.650  million  (about  ±'32,100,000,  takmg  the  mark 
at  its  pre-war  value).  The  extraordinary  war  impost  was  to  fall 
on  (a)  the  capital  increment  of  individuals  between  January  Ist, 
1914,  and  December  Slst,  1916,  and  (b)  on  the  excess  profits  of 
joint  stock  companies.  This  year  there  has  been  superadded  a 
20  per  cent,  tax  on  the  value  of  coal  delivered.  It  has  been 
estimated  to  yield  Mk.500  millions. 

Even  if  we  allow  Mk.1,000,  or  1,300  million  for  the  proceeds 
of  the  war  tax,  these  sources  will  be  inconsiderable  compared 
with  the  additions  to  revenue  which  will  be  required  by  Germany 
after  the  war.    This  is  estimated  at  ^Ik.lO^  milliards  (€m.52o) 
--of  which  7i  milliard  is  for  the  service  of  the  debt — by  Professor 
JafFi  in  the  Europaische  Stoats-  und   Wirtschafts-Zeitung  for 
April  14th.     The  best  plan  of  discharging  this  burden,  he  says, 
would  be  to  exact  an  indemnity  from  England.      If  the  sub- 
marine  campaign   attains   complete  success — ^which    seems   not 
merely  possible,  but  even  probable— we  have  the  upper  hand  of 
England  just  as  surely  as  if  our  troops  were  in  occupation  of 
London,  and  no  false  sentiment  will  prevent  us  from  exacting  at 
least  one-half  of  our  war  expenditure,  i.e.,   Mk.50-60   milliard 
(£m.2,500-3,000),   as  the  price  of  release  from  our  submarine 
strangle-hold.    This  sum  England  both  can  and  will  pay.    Should 
we  not  succeed  in  this,  then,  with  a  view  to  our  future  military 
and  political  preparedness,  we  must  endeavour  of  ourselves  to  do 
away  with  at  least  Mk.30-40  milliard  of  war  indebtedness  within 
a  few  years.    A  very  great  increase  in  the  taxation  of  incomes  for 
this  purpose  would  have  very  undesirable   economic   and  social 
consequences.     Instead  of  taxing  annual  incomes  up  to  50  per 
cent,  or  more,  Jaff^  proposes  to  confiscate  a  corresponding  amount 
of  property  by  way  of  a  property   tax.     The  proper   procedure 
will  be  to  allow  a  certain  rebate  on  the  tax  where  payrnent  is 
made  in  cash  or  in  German  Government  stock,  and  in  all  otner 
cases  to  accept  any  property  which  the  taxpayer  may  desire  to 
surrender  at  a  valuation  equivalent  to  the  common  value  of  the 
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property  in  question.  In  the  latter  case  t 
would  be  that  the  taxed  property  shou 
hands  of  the  taxpayer  and  continue  to  be  i 
own  account  and  risk,  but  that  mortgages  in 
with  a  high  annual  figure  of  repayment,  shou 
course,  the  State  would  have  the  right  to  rea 
by  transferring  them  to  a  third  party. 

The  project  of  a  property  tax  is  disci 

(February  14th)  by  Dr.  F.  Oppenheimer  and 

in  a  dialectical  controversy  which  it  is  dif&c 

'  '  select  a  few  specimens.    Here  is  a  Eicardiai 

taxation  of  articles  consumed  by  the  worl 

the  war  the  income  of  these  classes  was  alr< 

a  considerable  burden  of  indirect  taxes,  not  i 

ones.     Obviously,  it  would  be  jquite  imposs 

seven  and  a  half  milliards  on  to  the  consum] 

i.e, ,  to  confiscate  about  40  per  cent,  of  their  i 

I  proportion  of  the  burden  would  be  immedi 

the  employers,  and  would  have  to  be  coi 

wages.    Probably  the  labour  market  will  b 

the  workers ;  you  cannot  withdraw  fifteen  t< 

,  crippled,  and  sick  from  the  productive  la 

j  impunity.    In  this  case  a  tax  laid  on  consun 

I  ferred  in  its  entirety  to  the  employers,  and  1 

j  the  interest  obtained  by  the  capitalists  and 

I  them  would,  other  conditions  being  equal, 

!  by  as  much  as  it  would  be  by  a  direct  tax 

With  regard  to  the  effect  of  a  property  tax  c 

capital  available  for  the  uses  of  private  enl 

is  of  opinion  that  the  whole  of  the  capita 

property  tax  is  withdrawn  from  such  uses. 

argues  as  follows  : — If  the  State  takes  fn 

liquid  capital  in  the  shape  of  a  tax,   it  ii 

I  same  amount  at  the  disposal  of  B  throu 

loans  from  him,  B  will  find  no  better  emj 

put  it  at  A's  disposal,  and  A  at  least  suffer! 

this  process.    He  now  pays  to  B  as  intei 

would  have  to  pay  as  taxes,  either  directl5 

on  wealth  or  industry,  or  indirectly  as  hi 

people.     A  more  serious  objection  to  a  hea 

Dr.  Oppenheimer,  is  the  lack  of  consciei 

taxpayer  (der  schlechte  Sieuermoral) .      A 

wealth  might  be  carried  through  even  if  c 
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people  and  not  by  the  shirkoB.  Cot  is  it  iiLf^jm^jt  to  'ax^^M^  % 
tax  which  may  rise  to  35  p»  ceot.,  or  even  ^s  ^0  i^^  t^A,  *A  % 
man's  possessions,  unless  th^e  is  ai>sot::te  cert*.r,-tT  trjrt  ?%,,  jm^ 
unreserved  returns  will  be  handed  in  of  ^.  y^^^^i^^A.x  lu  Ujs> 
shape  of  land,  mannfactureg,  or  b:isi:j««i.  tr.  V/w/j  or  f'/nu-^ry, 
floating  or  fixed?  Is  there  is  but  %  i7z.?pvry;&  of  %zA^n*tntAt  ^,,^'//f4 
will  be  engendered  in  the  country.  Tzjt  t-s^o  %rA:yjr;^^7i^  4;8^r  «# 
to  the  probable  level  of  prices  after  xl^  »ir :  -»r>^.var  ap'^F/*^;#A>/<rf$ 
to  the  war  loans  when  they  are  repui  w^l  r^>r;ir^  u>x^  //r  U'^ 
than  they  lent  in  purchasing  p^yver. 

Another  sabject  which  en^agai  tr>fc  *nv^-^>>^#  ^^  '/•if  ^i^rthi^u 
economic  contemporaries  is  the  crjiAjtyx*  'A  U-kAm.  i$i\jcf  ilt^.  war^ 
The  views  of  the  sagadoos  Profet<%or  h'.>f/f^fll  ^tu  ih*;   W^M 
handd,  June  8th)  deserve  to  be  XH^fA-^^A  *t  >t*|jtii. 

All  nations,  observes  Dr.  E'.>r.f>rr;?,  ;,'r^  '/fi  i'ff*",iju  \rtfAn*  t*-, 
and  Germany  is  no  exception  to  tlvsr  r'->>.  V»'*  f/*v<;  x^,  i//;///^i  a 
great  part  of  our  foodstuffs  atd  raw  nxst.U'S^W  in/fn  ost-ikAH, 
countries;  and  it  will  not  be  fr>^..ole  i/f  utssAc*:  iuty  nji^MXt/ztm  in 
this  importaticHi.  Before  the  war  we  n-^juin-A  it^/Zj^  uM^aidu 
worth  of  foodstuffs  and  about  4^  wiiViardii  iA  r^w  nisii^nHla.  Evttn 
if  some  items  of  this  importation  c^^ruid  \Mi  r^^iAn/uA  by  htii/uiiUiUtH 
procured  in  our  ovni  land,  yet  as  soon  as  we  triii^  to  ifrtAiU'M  ih^sa 
substitutes  in  ^ny  considerable  quantities  we  %\u)u\A  be  far;^ 
with  the  necessity  of  importing  the  raw  m^iieml  retiuired  tor 
them.  Hence  a  real  independence  of  foreign  and  especially  over- 
sea imports  of  raw  materials  is  out  of  the  question  At  the  same 
time  there  will  no  doubt  be  changes  in  our  relations  to  the  over- 
sea countries  with  which  we  exchange  commodities,  and  it 
remains  to  be  seen  what  preciae  form  our  facilities  for  procuring 
imports  will  take,  and  what  political  obstacles  are  likely  to  stand 
in  the  way  of  an  exchange  of  commodities. 

With  regard  to  suj^dies  after  war,  we  shall  certainly  be  faced 
^th  a  shortage  of  cotton.  Cotton  cultivation  has  declined  in 
the  Southern  States  of  the  Union,  largely  because  the  labourers 
have  migrated  into  the  munitions  industry.  Besides  this,  the 
Americans  are  evincing  a  growing  desire  to  work  up  their  cotton 
in  their  ovm  country.  America's  place  might  possibly  be  taken 
by  the  Euphrates  and  Tigris  region,  but  here,  too,  there  is  a 
difficulty  in  procuring  labour,  so  that  these  countries  can  hardly 
be  reckoned  on  as  an  alternative  source  for  the  cotton  supply. 
In  wool  production  Argentina  will  play  a  greater  part  than  for- 
merly,  as  the  monopoly  of  Australia  is  apparently  broken.  As 
regards  wood,  all  countries  have  been  felling  timber  wastefuUy 
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during  the  war.  Supplies  might  possibly  be  obtained  from 
Canada,  but  the  lack  of  cargo-space  will  be  an  obstacle.  In  the 
matter  of  jute  there  will  probably  be  no  great  dislocations,  while 
such  as  occur  in  regard  to  silk  will  be  in  favour  of  Japan.  China 
will  perhaps  be  in  future  an  important  source  for  coal;  but  it 
should  be  borne  in  mind  that  petroleum,  which  has  been  tapped 
in  large  quantities  in  Mexico,  Chili,  Peru,  Mesopotamia,  and 
Eastern  Asia,  is  going  to  be  enormously  used  for  motive  power. 
Germany  need  fear  no  scarcity  in  coal  and  iron.  It  must  not  be 
forgotten,  however,  that  raw  materials  cannot  be  produced  with- 
out labour,  and  of  this  there  will  be  a  shortage.  The  European 
labouring  population  has  lost  nearly  ten  millions  through  death 
and  disablement  due  to  the  war — mostly  men  between  twenty  and 
thirty-five  years  old — and  this  fact  seems  to  preclude  any  renewed 
migration  of  workers  from  the  Old  to  the  New  World  on  a  large 
scale  after  the  war.  Thus  the  possibilities  of  development  in  the 
United  States  are  limited,  as  the  cultivation  of  cotton,  maize, 
wheat,  etc.,  on  a  large  scale  is  impossible  without  an  adequate 
supply  of  labour.  Thus  through  lack  of  labour  the  United  States 
will  not  be  able  to  take  full  advantage  of  the  great  opportunities 
for  expansion  which  their  capital  and  natural  resources  afford. 
India  and  China,  it  is  true,  are  great  reservoirs  of  labour,  but,  as 
is  well  known,  the  United  States  themselves  have  for  many  years 
erected  barriers  against  immigration  from  this  quarter. 

Coming  to  the  question  of  capital,  Eulenberg  shows  what 
great  transformations  the  war  has  effected  in  this  respect.  Eng- 
land, which  used  to  have  a  surplus  of  Mk.8  milliards  every  year 
on  her  pay  balance,  will  no  longer  be  in  so  favourable  a  position, 
and,  like  Austria-Hungary,  the  Balkans,  Asia  Minor,  South 
America  and  the  other  belligerent  countries,  will  require  capital. 
As  the  countries  which  have  hitherto  supplied  money  will  no 
longer  be  able  to  provide  the  required  sums,  the  United  States 
and  the  neutral  countries  will  have  to  assume  the  tdle  of 
financiers,  though  they  will  never  be  able  to  come  up  to  the  level 
of  France  and  England  in  this  respect.  The  transport  question 
will  also  be  an  important  one;  the  destruction  of  tonnage  by 
Germany  will  in  the  end  react  upon  her  own  economic  position  as 
well  as  that  of  her  enemies.  As  regards  the  completion  of  Ger- 
many's waterways,  it  should  be  borne  in  mind  that  this  will 
require  a  considerable  time  yet.  In  all  countries  the  pace  of 
material  development  will  be  much  lower  than  it  used  to  be. 

Eulenberg  next  timis  to  the  question  of  the  **war  after  the 
war,"  and  asserts  that  from  an  economic  point  of  view  the  acces- 
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sion  of  America  to  the  ranks  of  Germany's  enemies  was  by  no 
means  to  be  disregarded.     It  made  the  "war  after  the  war"  a 
genuine  danger  and  a  possibility  to  be  reckoned  with,  as  there 
was  now  a  chance  of  an  attempt  being  made  to  withhold  from 
Germany  the  raw  materials  which  she  requires.    Still,  there  would 
be  great  difficulties  in  the  way  of  carrying  out  such  measures.    To 
begin  with,  it  was  absolutely  necessary  for  England's  colonies  to 
export  their  products,  if  only  to  meet  their  interest  on  indebted- 
ness.    This  export  of  raw  materials  would  after  the  war  again 
find  its  way  to  Germany,  as  there  were  limits  to  the  absorbing 
capacities  of  her  opponents.     Then,  too,  all  the  belligerents  would 
be  so  eager  to  obtain  goods,  at  any  rate  for  the  first  three  to  five 
years  after  the  war,  that  people  would  not  inquire  where  they  came 
from,  but  would  be  only  too  glad  to  get  them  in  any  way  they 
could.     By  that  time  national  hatred  would  probably  have  cooled 
down   considerably.     Further,  Germany  tv^ould  be  indispensable 
as  a  producer,  since  the  producing  capacity  of  the  enemy  States 
was  limited,  and  they  would  be  unable  to  manufacture  articles 
which  they  had  hitherto  procured  from  Germany  without  neg- 
lecting special  lines  of  their  own.     The  competition  of  Scan- 
dinavia and  Switzerland  would  scarcely  be  felt  by  Germany.     On 
the  other  hand,  the  competition  of  England  was  likely  to  be  more 
keen,  as  this  country  diu-ing  the  war  had  made  great  strides  in 
scientific  method  and  organisation.     The  United  States,  whose 
entry  into  the  war  was  from  a  purely  economic  point  of  view 
undoubtedly  a  mistake,  would  not  be  able  to  injure  Germany's 
export  trade  seriously,  as  they  would  be  short  of  labour,  and  besides 
this  they  would  have  to  satisfy  the  demand  of  the  Entente  coun- 
tries for  goods.    As  regards  the  formation  of  an  economic  ring 
round  the  Central  Powers  after  the  war,  this  would  be  rendered 
impossible  by  the  protectionist   schemes  of  England  and  her 
colonies — for  it  might  be  safely  assumed  that  England  would 
become  protectionist  after  the  war.     Germany  was  in  the  for- 
tunate position  of  being  able  to  export  immediately  after  the  war 
a  number  of  raw  materials  and  manufactures,  like  coal,  potash, 
chemicals,  sugar,  iron,  and  machinery,  which  were  likely  to  be 
taken  up  in  the  first  place  by  her  European  neighbours,  to  a 
lesser  extent  by  the  Balkans  and  Asia  Minor,  but  in  large  quanti- 
ties by  Central  and  South  America.    There  would,  of  course,  be 
problems  of  capital  and  credit,  especially  the  granting  of  credit. 
France,  which  had  not  an  increasing  population  like  Germany  and 
England,  which  hitherto  had  not  practised  an  intensive  economy, 
had  been  in  a  position  to  disburse  large  capital  sums  for  imder- 
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takings  abroad,  while  Germany,  in  consequence  or  her  intensive 
economic  system,  had  no  great  surplus  of  capital  for  sending 
abroad.  All  the  same,  Germany  had  from  Mk.20  to  Mk.30  milliards 
abroad,  a  considerable  part  of  which  had  doubtless  been  got  rid 
of  during  the  war.  Though  part  of  the  missing  capital  could  be 
replaced  by  credit,  yet  Germany's  chief  investments  in  foreign 
enterprises  would  in  the  future  have  to  consist  of  German  science, 
energy,  and  industry. 

The  views  of  Dr.  Wilhelm  Dyes  (in  the  Deutsche  Politik  of 
June  22nd)  as  to  the  supply  of  raw  material  after  the  war  are  not 
more  sanguine.  Before  the  war,  he  writes,  we  drew  supplies  of  raw 
material  from  the  lands  of  all  the  Powers.  We  have  to  count  on 
the  fact  that  a  large  proportion  of  this  raw  material  has  now  been 
made  over  by  contract  to  others,  and  that  already  all  sorts  of  new 
works  have  been  established  during  the  prolonged  period  of  war  in 
order  to  undertake  the  manufactm-es  which  had  hitherto  been 
carried  out  in  Germany.  In  every  domain  of  raw  material 
requirements  we  must  consider  how  far  we  can  in  the  period 
following  the  end  of  the  war  continue  to  dispense  entirely,  or 
for  the  greatest  part,  with  supplies  from  abroad,  and  how  and 
where  we  can  provide  for  ourselves  in  time  of  peace  independently 
of  our  enemies,  so  that  we  can  enter  into  further  competition 
with  them.  The  maxim  of  our  economic  opponents  is  to  manu- 
facture their  own  raw  materials,  while  we  have  hitherto  worked 
up  raw  materials  obtained  from  them.  If  we  are  dependent  on 
our  economic  opponents  for  supplies  of  our  raw  materials,  it  will 
in  many  cases  be  impossible  to  compete  favourably  in  the  world- 
market  with  those  who  hold  in  their  own  hands  the  output  of 
goods  from  the  raw  material  up  to  the  finished  article.  Eestric- 
tion  of  consumption  is  Dr.  Dyes*  principal  remedy,  with  regard 
to  the  textile  industries  at  least.  The  longer  we  restrict  our  own 
consumption,  the  more  will  our  output  be  in  demand.  The  more 
rapidly  and  greedily  we  again  seek  to  obtain  foreign  raw  material, 
he  says,  the  more  will  the  enemy  and  neutral  countries  exploit  us. 
For  our  entire  national  economic  system  it  is  extraordinarily  im- 
portant that  this  restriction  of  consumption  and  the  strict  regula- 
tion of  the  importation  of  raw  material  should  be  carried  out  until 
there  is  a  slump  on  the  international  market,  or  at  least  normal 
prices  make  their  appearance. 

The  bearing  of  the  Paris  Conference  on  German  trade  is  dis- 
cussed by  Dr.  Kobert  Jannasch  (in  the  Export,  April  3rd,  May 
Ist,  and  May  29th)  under  the  heading  "England's  Trade  Menace 
after  the  War."     Dr.  Jannasch  is  not  much  afraid  of  France. 
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The  importance  of  France  as  a  large  market  for  German  exports  is 
likely  to  be  diminished  after  the  war.     Moreover,  her  protective 
policy  is  so  closely  intertwined,  not  only  with  all  her  economic 
bat  also  with  all  her  political  and  fiscal  institutions,  that  it  is 
doubtless  bound  to  make  itself  felt  against  her  Allies  also,  in  spite 
of  all  the  hostility  towards  Germany ;  militating  to  this  extent 
against  an  economic  union  extending  beyond  the  war.    Whether 
France  joined  a  hostile  economic  union  or  not,  therefore,  can  only 
be    of   minor   importance   as   regards   Germany^  s    measures   in 
the  domain  of  commercial  policy.     Italy,  in  the  interests  of  her 
tranait  trade,  is  bound  to  maintain  commercial  relations  with  Ger- 
many and  Austria.     She  is  bound  to  treat  Germany  as  well  as 
she  does  other  countries  if  she  wishes  to  avoid  the  withdrawal  of 
considerable  amounts  of  German  capital  which  are  invested  in 
Italian  undertakings  of  all  kinds.    Further,  if  hostile  relations 
continued,  the  crowds  of  German  tourists  would  shun  Italy  and 
betake  themselves  instead  to  Spain,  and  also  by  the  cheap  and 
convenient  sea  and  river  routes  to  the  East,  which  would  result 
in  a  notable  loss  of  income  to  Italy  that  would  not  be  made  up 
by  the  influx  of  either  English  or  American  tourists,  and  still 
less  by  that  of  the  French,  who  are  by  no  means  fond  of  tntvel. 

With  regard  to  Kussia,  Dr.  Jannasch  thus  concludes  a  long 
inquiry  in  which  he  reviews  the  pre-war  commercial  relations 
between  Germany  and  Kussia  : — ^For  the  development  of  Russia  a 
strong  German  market  is  absolutely  essential.  Her  economic 
riile  for  years  to  come  will  be  the  output  of  natural  products  of 
all  kinds.  For  Germany  and  her  allies  who  are  at  the  gates  of 
Russia  the  latter  presents  an  economic  hinterland  in  which  they 
must  try  to  meet  successfully  all  other  competition.  If  Russia 
does  not  join  the  economic  union  of  our  enemies,  says  Dr. 
Jannasch,  we  ought,  in  the  interests  of  our  mission  to  open  up 
Russia,  to  take  up  a  conciliatory  attitude  towards  her  in  future 
oHnmercial  treaties.  Then,  as  before  the  war,  we  shall  occupy 
the  leading  position  in  trade  with  Russia.  But,  promising  as  all 
this  may  dound,  our  experiences  with  the  Entente  and 
especially  with  Russia,  compel  us  to  be  distrustful  and 
circumspect.  If,  in  spite  of  everything,  Russia  after  the 
war  joins  the  economic  union  of  our  foes  which  aims 
at  our  ruin,  whether  she  leaves  it  later  or  not,  we  must 
remember  that  the  Baltic  and  the  Arctic  are  icebound  for  seven 
months  of  the  year,  and  the  Black  Sea  ports  for  several  months. 
The  land  route  vid  Tornea,  Sweden,  and  Norway  to  Narvik  on 
the  Atlantic  is  too  long  and  costly  to  be  used  for  the  enormous 
No.  107.— VOL.  xxvn.  p  f 
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quantities  of  bulk  goods  involved  in  Eussian  exports  and  imports. 
But  the  Dardanelles  are  in  the  possession  of  our  ally.  Thus  we 
actually  control  the  routes  to  and  from  Eussia.  WJiy  should  we 
fail  to  employ  this  weapon  when  it  is  a  matter  of  life  and  death  to 
us?    In  case  of  necessity  we  should  have  to  do  it. 

With  regard  to  the  United  States  of  America,  Dr.  Jannasch 
holds  that  for  several  years  to  come  it  will  be  impossible  to  find 
even  a  partial  substitute  for  American  cotton.     We  will  have  to 
buy  there,  he  says,  whether  we  like  it  or  not.    If  the  U.S.,  owing 
to  the  hostile  feelings  engendered  by  the  war,  should  be  inclined 
to  differentiate  against  Germany  in  the  sale  or  export  of  cotton, 
we  must  resist  by  every  means  in  our  power,  even  declariiig  a 
tariff  war  if  necessary.     In  that  case  we  should  be  forced  to  take 
similar  measures  on  our  side,  which  would  hinder  or  render  more 
difficult  the  German  export  of  chemicals,  dyes,  potash,  and  other 
valuable    raw     materials     and     manufactures,     which     are    of 
importance   for   the   American   market.      Higher   duties   might 
also  be   imposed  on   a  number   of  North   American   industrial 
articles.     The  demand  for  potash  will  be  very  strong  in  North 
America  immediately  after  the  war,  and  Germany  will  have  in 
this  an  excellent  counter  for  bargaining  with  in  kind — so  much 
potash  against  so  much  cotton.    The  writer  thus  sums  up  : — ^We 
shall  have  to  combat  America  much  more  even  than  England, 
not  only  in  their  own  markets,  but  also  in  those  of  foreign  Powers. 
This  must  be  effected  not  only  by  commercial  agreements,  but 
also  by  organising  our  capital  resources  on  a  large  scale,  and  sup* 
porting  them  by  our  political  measures  and  diplomacy — a  process 
in  which  we  may  well  take  England  and  America  for  our  models. 
The  whole  course  of  the  war  has  shown  how,  by  the  skilful 
organisation  of  economic  interests,  Great  Britain  has  increased 
her  influence  against  Germany  in  the  most  astonishing  manner. 
Such  a  policy  will  put  us  in  the  best  position  to  combat  the 
Americans,  more  especially  in  the  hotly  contested  field  of  South 
America.    Political  influence  can  only  be  won  by  economic  means, 
and  considering  the  numerous  ties  by  which  Brazil's  interests  in 
particular,  with  her  coffee  export,  are  linked  to  those  of  Germany, 
the  German  money  which  has  been  advanced  to  her  and  the 
commercial  credit  which  she  obtains  from  Germany  in  far  greater 
measure  than  from  England  and  North  America,  there  is  no 
doubt  that  in  future  we  must  be  able  to  prevent  such  differential 
tariffs  as  have  been  granted  in  the  past  in  favour  of  North  Ameri- 
can goods.     That  we  should  ever  have  received  such  treatment 
shows  that  we  have  never  known  how  to  make  the  best  of  our 
position  for  our  commercial  policy.  F.  Y.  E, 
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Final  Report  of  the  Royal  Commission  on  the  Natural  Resources, 
Trade,  and  Legislation  of  Certain  Portions  of  His  Majesty's 
Dominions,     [Cd.  8462.]     1917.     2^.  6d. 

A  MAGNIFICENT  end  crowns  a  work  which  has  occupied  four 
years  and  filled  some  eighteen  volumes.  The  splendour  of  the 
theme  has  evoked  a  style  more  ornate  than  is  usual  in  Blue  Books. 
Witness  the  description  of  an  imaginary  traveller's  course  from 
West  to  East  Canada  :  *' First  he  will  traverse  hundreds  of  miles 
of  wild  scenery  that  is  among  the  finest  in  the  world,  threading  his 
way  through  successive  mountain  ranges  with  ice-capped  peaks 
and  sides  clothed  with  forest,  skirting  and  crossing  rushing  rivers 
and  still  lakes,  and  turning  aside  perhaps  to  visit  valleys  of 
fertile  farming  and  fruit  lands,  or  mining  camps  where  the  ores 
of  the  Province  are  being  extracted  with  energy  and  success. .  .  .'* 
Virgil  had  not  so  inspiring  a  theme  when  he  dilated  upon  the 
natural  resources  of  Italy,  her  lakes  and  rivers,  and  "argenti  rivos 
srisque  metalla.''  Literary  charm  has  not  banished  statistical 
precision ;  of  which  a  specimen  only  can  be  instanced  here.  The 
"women  of  ages  suitable  for  migration"  (to  the  Dominions), 
"with  no  statistical  prospect  of  marriage  in  this  country"  are 
shown  (in  the  light  of  Dr.  Snow's  calculations)  to  be  much  less 
numerous  than  appears  from  the  bare  fact  that  there  are  1,329,000 
more  females  than  males  in  the  United  Kingdom.  The  Beport 
concludes  with  practical  recommendations,  including  the  creation 
of  an  Imperial  Development  Board  having  among  its  functions  to 
devise  means  in  the  direction  of  Empire  capital  towards  the 
development  of  Empire  resources  and  to  promote  migration  with 
a  view  to  securing  a  sufficiency  of  population  in  all  parts  of  the 
Empire. 


Census   of   England   and    Wales,  1911.     General   Report   with 
Appendices.     [Cd.  8491.]     1917. 

The  information  i»resented  in  some  twelve  preceding  volumes 
is  here  summarised,  under  the  heads  of  Population  (of  which 
the  decennial  increase  from  1901  to  1911,  viz.,  1089  per  cent., 
is  the  lowest  on  record) ;  Sexes,  Ages,  and  Condition  as  to  Mar- 
riage (showing  a  diminished  proportion  of  young  children) ; 
Occupations  (in  the  statistics  of  which  some  improvements  are 
noticeable) ;  and  other  main  headings. 
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Health  of  Munition  Workers  Committee,    Interim  Report.    In- 
dustrial Efficiency  and  Fatigue,    [Cd.  8511.]    1917.    Is.  3d. 

Part  I.  comprises  five  "Industrial  and  Statistical  Studies," 
of  which  two  have  already  appeared  as  "Memoranda.'*  In  the 
first  study  industrial  fatigue  is  shown  to  be  an  affair  of  nerves 
rather  than  muscles,  analogous,  not  to  the  running  down  of  the 
weight  in  a  clock,  but  to  the  clogging  of  the  wheels  by  dirt. 
It  is  deduced  that  output  may  be  increased  by  a  proper  rhythm 
between  spells  of  work  and  rest.  "Under  wrong  conditions  of 
work,  with  excessive  overtime,  it  is  to  be  expected  that  some 
deliberate  *  slacking  '  of  the  workers  might  actually  give  an  im- 
provement of  output  over  a  period  of  some  length  by  sparing 
wasteful  fatigue,  just  as  the  *  nursing '  of  a  boat-crew  over  part 
of  a  long  course  may  improve  their  performance."  Dr.  Vernon, 
in  the  second  study,  points  this  reasoning  by  the  conclusion  that 
"in  order  to  obtain  a  maximum  output  women  engaged  in 
moderately  heavy  manual  labour  should  not  work  for  more  than 
sixty  hours  per  week."  So  men,  and  still  more  boys,  were  found 
to  produce  more  when  the  hours  of  labour  were  shortened.  Under 
the  head  of  the  comparative  efficiencies  of  day  work  and  night 
work  it  is  shown  that  "discontinuous  "  night  work,  that  in  which 
the  employees  pass  into  the  night  shift  every  other  week  or  so, 
is  pi'oductive  of  more  output  than  the  "continuous"  system.  Of 
special  interest  to  the  economist  is  the  study  on  incentives  to 
work  with  special  reference  to  wages.  E.g.,  "A  scale  of  wages 
which  renders  it  possible  for  the  wage-earners  to  obtain  too 
easily  all  the  money  which  their  social  aspirations  demand  fails 
to  provide  an  adequate  incentive."  "Hours  of  labour,  which 
give  but  little  chance  of  spending  the  wages  earned,  diminish 
the  incentive  to  earn  more  money."  In  an  Appendix  different 
schemes  of  remuneration  which  have  been  proposed  in  connection 
with  "scientific  management"  are  exhibited  more  mathematico. 

Part  II.  consists  of  "Medical  Studies"  on  the  health  and 
physical  condition  of  munition  workers,  male  and  female. 

Review  of  the  Trade  of  India  in  1915-16.     [Cd.  8564.]    2s. 

The  annual  report  issued  by  the  Indian  Government  and  re- 
published as  a  Parliamentary  Blue  Book.  "The  abnormal  condi- 
tions that  have  prevailed  in  trade  since  the  war-cloud  broke  have 
deepened  the  growing  conviction  (1)  that  the  country  is  far  too 
dependent  upon  its  export  of  raw  products,  and  (2)  that  these 
should  be  utilised  to  a  much  greater  extent  for  industrial  processes 
within  India  itself." 
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Annual  Report  of  the  Chief  Inspector  of  Factories  and  Work- 
shops for  the  Year  1916.     [Cd.  8570.]     2d. 

There  is  included  a  special  report  by  the  principal  Lady  In- 
spector on  the  efifect  of  the  second  year  of  war  on  the  industrial 
employment  of  women  and  girls.     Miss   Anderson  notes  that 
shortage  of  supply  appears  mainly  in  women's  own  industries, 
through  persistence  of  low  pre-war  standards  of  wages  and  welfare. 
In  one  country  district  a  large  paper  mill  was  able  to  get  all  the 
women's  labour  it  needed  by  arranging  a  half-time  system  for 
married  women   with   excellent   conditions   in   the   works,   and 
extension  of  this  metho^ki  other  districts  will  probably  increase 
the  available  supply,  should  that  be  needed,  of  women's  labour. 
As  to  the  effect  of  heavy  work  on  health  there  are  no  complaints. 
**0n  the  contrary,  it  is  our  invariable  experience  in  all  outdoor 
labouring  to  find  health  and  appetite  greatly  improved  by  work  in 
the  open  air."    As  to  the  length  of  hours,  the  experience  of  war 
emergency  work,  far  from  making  employers  in  love  with  extended 
hours,  seems  to  be  producing  a  contrary  effect,  and  bringing  about 
a  sense  of  the  importance  of  so  limiting  the  period  of  employment 
as  not  to  produce  any  feeling  of  exhaustion  or  even  of  marked 
fatigue.     As  regards  alternative  arrangement  of  shifts,  the  three 
8-hour  shift  method  does  not  make  much  progress  for  various  rea- 
sons, and  as  the  double  12-hour  shift  method  which  remains  the  pr^ 
dominent  one  is  often  felt  to  be  over  heavy,  one  is  glad  to  see 
cases  increasing  of  the  shortened  10-hour  day  and  night. 

Reconstruction  Committee,  Subcommittee  on  Relations  between 
Employers  and  Employed.  Interim  Eeport  on  Joint  Standing 
Industrial  Councils.     [Cd.  8606.]    1917.    Id. 

This  Eeport  is  confined  to  the  main  industries  of  the  country 
in  which  there  exist  representative  organisations  on  both  sides. 
There  is  recommended  the  formation  of  Standing  Industrial 
Councils  in  the  several  industries,  composed  of  representatives 
of  employers  and  employed.  There  should  be  also  (a)  District 
C<mncils  representing  the  Trade  Unions  and  Employers'  Asso- 
cations  in  the  industry,  and  (b)  Works  Committees  representing 
the  management  and  employees  in  particular  works.  It  is  desired 
to  "secure  co-operation  by  granting  to  workpeople  a  greater 
share  in  the  consideration  of  matters  affecting  their  industry." 
The  Subcommittee  express  the  opinion  that  adequate  organisation 
between  employers  and  employed  is  an  essential  condition  of 
impfovement  in  their  mutual  relations.  F.  Y.  E. 
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The  TEAcmNQ  op  Economics  in  Germany  after  the  War 

A  good  number  of  Chairs  in  Economics  in  Germany  are  vacant 
at  present.  The  last  of  the  famous  German  economists  to  with- 
draw from  academic  life  is  Karl  Biicher,  who  has  been  teaching 
at  Leipzig  since  1892.  Bom  on  February  16th,  1847,  Bucher, 
at  the  end  of  his  university  course,  became  a  schoolmaster.  After 
seven  years  in  the  profession  he  left  it  in  1878  to  join  the  Frank- 
furter  Zeitung  as  City  Editor,  a  position  he  held  for  two  years. 
In  1881  he  became  a  lecturer  at  the  University  of  Munich,  going 
from  there  successively  in  1882  to  Dorpat,  in  1883  to  Basel,  in 
1890  to  Karlsruhe,  and  settling  down  in  Leipzig  two  years  later. 
Like  Schmoller,  Wagner,  and  Brentano,  he  attracted  numerous 
students,  and  the  learning  of  the  man  was  undoubtedly  pheno- 
menal. He  wrote  many  books,  and  it  is  not  too  much  to  say 
that  Die  Enstehung  der  Volkswirtschaft  will  remain  a  classic. 
Bucher  is  the  Editor  of  the  Zeitschrift  fur  die  gesammte  Stoats^ 
wissenschaft, 

Brentano,  of  Munich,  like  Wagner,  of  Berlin,  has  also  retired 
from  academic  life  on  account  of  advancing  age ;  SchmoUerisdead ; 
and  of  the  newer  men  several,  like  Wenckstem,  of  Breslau,  have 
been  killed. 

The  moment  seems  opportune,  therefore,  for  reviewing 
economic  teaching  at  the  German  universities,  especially  as  one 
of  the  effects  of  the  war  has  been  to  bring  that  teaching  under 
searching  criticism.  The  economic  reconstruction  of  the  national 
life  on  the  war  basis  was  the  work,  not  of  the  professors,  but  of  the 
"practical "  men.  The  provision  of  the  supply  of  raw  materials 
for  the  German  army,  for  instance,  with  its  embargo  and  price 
regulation,  is  associated  with  the  name  of  Walter  Bathenau,  the 
chairman  of  the  AUgemeine  Elektricitats  Gesellschaft.  The  pro- 
fessors are  associated  with  the  slaughter  of  the  pigs,  which  has 
brought  them  into  bad  odour. 

Public  opinion  in  German;  seems  hardening  in  favour  of 
making  the  study  of  economics  more  practical.  The  historical 
school  is  said  to  have  had  its  day,  though  due  appreciation  is 
given  to  its  achievements.  It  was  mainly  responsible  for  the 
Verein  fiir  Sozialpolitik,  and  this  in  turn  gave  an  impetus  to  social 
legislation  in  Germany.  But  the  demands  of  the  future  are 
different.  The  war  itself  and  its  experiences  will  have  affected 
men's  outlook.  Many  economists  have  acted  in  an  advisory 
capacity  for  the  numerous  war  organisations,  like  the  Imperial 
Com  OflSce,  the  Central  Purchasing  Company,  and  the  War  Food 
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Office.  They  have  come  into  close  contact  with  the  realities  of 
life,  and  their  teaching  is  bound  to  tend  more  in  the  direction 
of  practical  problems  than  of  mere  theory.  That  is  all  to  the 
good.  But  more  must  be  done,  and  in  many  quarters  the  demand 
is  made  that  business  men  should  take  part  in  economic  teaching 
at  the  universities. 

It  is  held  that  this  will  be  of  great  advantage  to  the  student. 
But  lectures  alone  will  not  suflBce.  In  the  pre-war  days  economic 
courses  at  the  German  universities  included  regular  visits  to  fac- 
tories or  great  business  houses.  These  are  now  regarded  as  pic- 
nics. What  is  wanted  is  that  a  student,  before  proceeding  to  a 
degree,  should  spend,  say,  a  year  working  in  a  bank,  a  great  indus- 
trial concern,  or  a  Chamber  of  Commerce. 

It  is  also  suggested  that  there  should  be  more  division  of 
Iftbour  in  economic  teaching.  At  many  a  large  German  university 
at  present  one  man  is  responsible  for  economic  theory,  history, 
descriptive  economics,  and  finance,  to  say  nothing  of  statistics,  and 
the  history  of  economic  doctrines.  There  must  be  more  specialisa- 
tion in  future.  It  remains  to  be  seen,  however,  whether  the 
Federal  States  will  be  in  a  position  to  afford  this  luxury. 

Judging,  however,  from  the  policy  of  the  authorities  at  the 
University  of  Berlin,  it  would  seem  as  though  an  effort  is  being 
made  to  satisfy  the  demand  both  for  greater  division  of  labour 
and  for  more  **  practical  "  men.  Instead  of  appointing  one  suc- 
cessor to  Wagner,  the  Prussian  Education  Department  has  given 
a  call  to  two  men — Sombart  and  Schumacher.  Wagner  taught 
eeoncHnic  theory  and  public  finance;  the  intention  now  is  that 
Sombart  should  be  responsible  for  the  former  and  Schumacher 
for  the  latter. 

Werner  Sombart  is  undoubtedly  one  of  the  most  striking 
personalities  in  the  academic  world  of  Germany.  Hasty  in  judg- 
ment, omnivorous  in  his  reading,  a  brilliant  lecturer  and  a  ready 
writer,  Sombart  has  won  popular  fame  perhaps  more  than  any 
other  German  economist.  On  the  other  hand,  scholars  have  looked 
somewhat  askance  at  his  works  as  lacking  depth  and  balance. 
The  new  Professor  at  Berlin,  who  is  in  his  fifty-fourth  year, 
is  a  pupil  of  SchmoUer  and  Wagner ;  from  1890  to  1906  he  was 
extraordinary  professor  of  Economics  at  Breslau,  and  since  1906 
he  has  been  lecturing  at  the  Berlin  Commercial  College  (Handels- 
bochschule).  It  is  significant  that  although  he  attracted  to  Breslau 
crowds  of  students  from  all  parts  of  Germany,  he  did  not  obtain 
a  full  professorship.  The  ordinary  professor  of  Economics  during 
the  two  years  the  present,  writer  worked  under  Sombart  was 
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Julius  Wolf,  and  while  a  tiny  class-room  sul 
Sombart*8  audiences  filled  the  great  hall, 
was  not  persona  grata  with  the  authorities. 
Socialism,  and  among  German  professors  ^ 
most  authority  on  Karl  Marx.  Sick  of  wai 
Breslau,  he  accepted  the  call  to  the 
College,  an  institution  not  under  the  I 
Education  but  governed  by  the  Berlii 
He  hoped  also  that  residence  in  the  ca] 
his  joining  the  staff  of  the  University  in  tl: 
Private  Lecturer.  But  a  dead  set  was  ma^ 
faculty^  and  nothing  came  of  the  scheme 
whirligig  of  time,  this  academic  rebel  is 
honour  as  one  of  the  successors  to  Wagne 

Berlin  thus  has  five  ordinary  chairs  of 
occupants  are  more  or  less  specialists  in  one 
subject.     Sering,  the  senior  professor,  is 
agricultural  problems;  Herkner,  Schmolle] 
more  and  more  to  social  questions;  Lud' 
appointment  was  bitterly  opposed  by  the  otl 
young  and  can  scarcely  be  said  to  have  n 
particular  direction,  his  strength  lying  in  I 
as  a  teacher;  and  Sombart's  new  colleag^ 
financial  specialist.    Of  all  the  five,  therefor 
all-round  man,  and  to  him  will  fall  the 
general  economic  theory. 

Sombart*s  main  study  is  the  theory  and 
and  the  recently  published  revised  issue 
Der  moderne  Kapitalismus ,  is  a  monilmer 
prosecuting  his  principal  researches,  Somi 
tracks,  and  what  he  has  achieved  there  may 
Socialism,  on  the  Jews  and  capitalism, 
modem   enterprise   (all   three   are   availal 
survey  of  the  economic  development  of 
nineteenth  century  is  a  good  illustration  a 
scientific  facts  in  an  attractive,  popular  fc 
his   literary    career   is    his    war    book    (J 
which  was  noticed  in  the  Economic  Jour^ 
(p.  604),  and  which  can  only  be  explained 
war  must  have  warped  the  judgment  of  a  g 
in  Germany. 

Hermann  Albert  Schumacher,  who  wil 
for  Public  Finance  at  Berlin,  was  born  in 
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the  United  States,  was  for  a  time  a  Civil  servant  both  in  Prussian 
and  Imperial  departments,  specialising  in  financial  administration, 
became  Professor  of  Economics  at  Kiel  in  1899,  and  moved  to 
Bonn  two  years  later.  Schumacher  has  given  private  tuition  in 
Economics  to  the  princes  of  the  Prussian  royal  house,  and  his  high 
connections  have  long  marked  him  out  for  promotion.  But  he 
is  more  at  home  in  the  practical  side  of  finance,  and  can  hardly 
be  compared  with  Wagner  for  his  knowledge  of  theory.  This  very 
characteristic  is,  however,  in  accord  with  the  new  spirit  in  econo- 
mic teaching  in  Germany,  and  there  is  little  doubt  that  when,  after 
the  war,  the  Imperial,  State  and  municipal  finances  of  that  country 
are  overhauled,  Schumacher  will  have  a  hand  in  the  work  of 
reform. 

M.  Epstein 


OBITUARY 

GUSTAVE  SCHMOLLER. 


GusTAV  ScHMOLLER  died  at  Bad  Harzburg  quite  unexpectedly 
on  June  27th,  1917,  on  the  threshold  of  his  eightieth  year.  He 
was  bom  at  Heilbronn,  on  June  24th,  1838,  of  a  well-to-do  family 
which  for  generations  had  been  Civil  servants;  studied  history 
and  economics  at  Tiibingen ;  and  at  the  age  of  twenty-seven 
became  a  full-blown  professor  of  political  economy  at  the  Univer- 
sity of  Halle  (1865),  where  he  worked  for  seven  years.  When 
clter  the  Franco-German  war  the  conquered  provinces  were  pro- 
vided with  a  German  university,  with  its  seat  at  Strassburg, 
Schmoller  was  one  of  the  band  of  distinguished  young  scholars 
who  were  sent  thither.  He  was  at  Strassburg  from  1872  to  1882, 
when  he  received  a  call  to  Berlin  to  occupy  the  principal  chair 
in  economics  at  the  university,  rendered  vacant  by  the  accidental 
death  of  Adolf  Held.  Here  Schmoller  taught  until  1913,  when 
he  retired  from  the  University,  being  succeeded  by  Heinrich 
Herkner,  one  of  his  own  pupils. 

Schmoller' 8  career  was  marked  by  well  nigh  every  honour 
that  was  open  to  a  scholar  and  university  teacher.  He  became 
member  of  the  Prussian  Council  of  State  in  1884,  member  of  the 
Prussian  Academy  of  Science  in  1887,  member  of  the  Prussian 
Upper  House  as  representative  of  the  University  of  Berlin  in 
1899,  and  in  the  same  year  the  order  Pour  le  miriie  waa  conferred 
upon  him.  He  was  corresponding  member  of  numerous  learned 
bodies  in  many  countries,  and  more  than  one  foreign  university 
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made  him  an  honorary  graduate.    In  1897  he  was  Hector  at 
Berlin. 

It  will  be  generally  admitted  that  Schmoller  deservedly  won 
universal  fame  as  an  economist,  and  more  especially  as  the  man 
who,  carrying  on  the  work  of  Hildebrand,  Kniea  and  Eoscher, 
gave  the  Historical  school  a  well  defined  character  of  its  own. 
The  English  classical  economists  did  not  appeal  to  Schmoller's 
mind,  which  was  essentially  realistic,  abhorring  all  dogma  and 
theory  and  caring  only  for  facts.  Unlike  his  colleague  Wagner, 
'  who  sought  to  improve  upcm  the  classical  writers,  amending 
their  premisses,  reconsidering  their  results  in  the  light  of  further 
experience,  but  retaining  their  method,  Schmoller  threw  both 
method  and  doctrines  overboard,  and  devoted  himself  to  the 
searching  out  of  the  development  of  economic  phenomena,  making 
Economics  an  inductive  science.  He  thus  became  an  historian 
as  well  as  an  economist,  and  one  need  only  turn  to  his  numerous 
writings  to  see  how  well  he  blended  history  and  economics. 

Foremost  among  his  work  must  be  placed  his  general  survey 
of  the  whole  field  of  political  economy  (Grundriss  der  Allge- 
meinen  Volkswirtschaft^lehre)  in  two  volumes,  wherein  sound 
scholarship,  wide  reading,  mature  judgment  and  a  fine  style  com- 
bine to  produce  a  book  which,  in  German-speaking  countries  at 
any  rate,  is  regarded  as  a  classic.  SchmoUer's  special  studies  are 
equally  famous.  His  researches  into  mediaeval  industry  and 
Prussian  administration  were  fruitful  of  results  that  stamp  their 
author  as  a  scholar  of  the  first  rank.  As  for  his  articles,  reviews 
and  pamphlets,  their  name  is  legion.  Indeed,  his  studies  absorbed 
him  completely,  to  the  exclusion  of  all  things  else.  He  had  no 
hobbies;  he  cared  not  for  plays,  concerts  or  pictures;  and  on 
his  holidays  away  from  home  he  recuperated  by  reading  and 
reviewing  the  newest  literature  on  economics.  He  was  not  merely 
the  editor  of  his  famous  Jahrbuch  (first  published  in  1881),  one 
of  the  best  German  economic  quarterlies  :  he  was  also  one  of 
its  most  prolific  contributors.  Moreover,  he  possessed  that  rare 
gift  of  being  able  to  spur  on  others  to  co-operate  with  him. 
The  series  of  studies  which  bears  his  name  V*  Staats-  und  Sozial- 
wissenschaftliche  Forschungen ")  contains  volumes  by  almost 
all  of  his  more  distinguished  pupils.  They  were  first  issued  in 
1878.  Together  with  Hintze,  a  colleague  at  Berlin,  Schmoller 
was  also  responsible  for  the  **  Acta  Borussica,"  Prussian  state 
papers  of  the  eighteenth  century.  Be  it  noted,  by  the  way,  that 
in  1887  Schmoller  was  appointed  Historiographer  of  Branden- 
burg. 
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As  a  teacher  his  influence  was  immense.  Not  a  State 
functionary  in  Germany  to-day,  between  the  ages  of  thirty  and 
sixty,  but  received  his  training  either  directly  or  indirectly  from 
SchmoUer.  We  say  indirectly  also,  because  through  Schmoller's 
influence,  almost  every  chair  of  Economics  in  the  Empire  was 
filled  by  one  of  his  pupils.  Indeed,  Schmoller  came  to  be  called 
the  ''Professor  maker,'*  and  in  part  this  achievement  was  due 
to  the  fact  that  for  a  long  series  of  years  the  head  of  the  depart- 
ment at  the  Prussian  Ministry  of  Education  which  dealt  with 
appointments  to  professorships  was  a  particular  friend  of  his. 
It  is  only  fair  to  add  that  latterly  his  influence  declined,  and  the 
younger  generation  of  German  academic  teachers  of  Economics 
are  turning  once  more  to  Adam  Smith,  Eicardo  and  Mill,  and 
giving  their  support  to  the  marginal  theory  of  value. 

In  another  direction,  too,  Schmoller  exercised  great  influence 
on  his  generation.  If,  before  the  war,  Germany  was  foremost  in 
social  legislation,  that  was  due  in  the  main  to  the  efforts  of 
Schmoller  and  his  friend  Wagner,  both  of  whom  were  instru- 
mental in  establishing  the  Verein  fiir  Sozialpolitik,  in  the  year 
1872.  Schmoller  was  in  no  sense  a  socialist ;  the  nickname 
"Socialist  of  the  Chair,"  which  was  first  attached  to  him,  has 
come  to  indicate  an  attitude  to  social  problems  which  may  be 
said  to  be  common  everywhere  in  Western  Europe  and  America. 
This  demands  that  provision  should  be  made  for  the  health, 
unemployment  and  old  age  insurance  of  the  workers;  it  sets 
narrow  bounds  to  the  policy  of  Icdssez-faire ;  it  holds  that  while 
wealth-getting  is  legitimate,  the  wealth-getters  owe  certain  duties 
to  society,  and  the  State  must  see  to  it  that  the  duties  are  carried 
out.  That  these  views  spread  far  and  wide  is  due  to  the  in- 
fluence of  Schmoller  and  of  the  men  who  gathered  round  him, 
mostly  academic  teachers  of  economics.  The  result  was  not 
achieved  without  a  struggle,  and  many  an  essay  in  Schmoller's 
writings  bears  testimony  to  his  constant  advocacy  of  these  views, 
especially  against  Treitschke,  who  held  that  social  injustice  was 
historically  right.  And  withal,  Schmoller  was  a  conservative  for 
whom  Prussia  is  the  ideal  state. 

Temperamentally  Schmoller  was  calm,  judicial  and  slow  of 
speech.  He  seemed  to  weigh  every  word.  One  cannot  help  con- 
trasting him  with  Wagner,  who  was  like  a  cataract,  whose  words 
came  fast  and  impassioned,  carrying  his  audience  along  by  their 
vigour.  Schmoller,  on  the  other  hand,  was  like  a  judge  on  the 
bench.  At  his  lectures  he  considered  every  aspect  of  the  problem 
before  him,    jHxxseeding   step   by   step   and   convincing    by  the 
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completeness  of  his  treatment.  In  his  class-room  he  always  sat  at 
his  desk,  and  his  features  were  scarcely  ever  at  rest.  Both  when 
.  lectm-ing  and  conversing  a  pleasant,  winning  smile  lit  up  his  coun- 
tenance. To  the  last  day  he  spoke  with  the  quaint  Swabian  accent 
of  his  birthplace,  so  different  from  the  German  of  the  Berliners. 
Possibly  his  deliberate  manner  was  the  result  of  the  same 
characteristics  which  made  him  ever  rea^y  for  compromise  and 
filled  him  with  a  tolerance  for  those  who  differed  from  him, 
whether  his  own  pupils  or  his  opponents.  The  war,  however, 
must  have  warped  his  judgment.  We  could  scarcely  believe 
our  eyes  when  some  months  ago  we  read  in  a  German  paper 
that  Schmoller  had  given  it  as  his  view  that  one  of  the  results 
of  the  war  would  be  that  England  would  seize  Calais!  For 
Schmoller,  the  man  who  was  most  careful  in  his  judgments, 
this  is  indeed  an  astonishing  prophecy.  Fortunately  it  will  not 
undermine  his  position  as  a  scholar,  and  even  English  economists 
can  afford  to  smile  at  this  lapse,  considering  what  Schmoller  has 
done  for  economics.  The  inherent  excellence  of  his  many  writ- 
ings is  such  that  in  every  country  they  will  long  be  held  in  high 
esteem.  M.  Epstein 


EUGEN.VON  PHILIPPOVIOH. 

On  June  6th,  1917,  Eugen  von  Philippovich  died  in  Vienna, 
where  he  was  bom  on  March  15th,  1858.  A  teacher  and  economist 
of  great  eminence,  Philippovich  had  but  few  landmarks  in  a 
career  that  must  be  written  down  as  uneventful.  After  his  student 
days  at  Prague  and  Vienna,  he  came  to  England  on  a  visit  of 
research,  the  fruits  of  which  appeared  in  Die  Bank  von  England 
im  Dienste  der  Finanzverwaltung  (1885).  In  1884  he  joined 
the  teaching  body  of  the  Vienna  University,  proceeding  to 
Freiburg  in  Breisgau  as  Professor  of  Economics  in  1886,  and 
returning  to  Vienna  again  in  1893  to  occupy  the  chair  of  Econo- 
mics and  Finance.  He  had  been  for  many  years  the  Austrian 
correspondent  of  the  Koyal  Economic  Society. 

For  close  on  a  quarter  of  a  century  he  taught  economics  in 
the  Austrian  capital,  striving  always  to  arrive  at  a  mean  between 
Menger's  extreme  speculation,  as  illustrated  in  his  theory  of  mar- 
ginal utility,  and  the  German  historical  school,  which  claimed 
Philippovich  as  one  of  its  prophets.  It  is  this  attempt  to  bridge 
the  gulf  between  the  two  schools  of  thought  that  makes  his 
Grundfiss  der  poKtischen  Okonomie  (1901)  so  excellent  a 
work,  though  it  should  be  added  that  it  inclines  somewhat  towards 
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the  practical.  His  hock  en  the  scope  and  method  of  political 
ecoDomy — Uber  Anfgabe  und  Methode  der  politischen  Okonomie 
(1886)— and  his  Wirtschafaicher  Portschritt  und  KulturenU 
tcicklung  (1892)    are  likewise  well  known. 

Philippovich  ^aa  also  scnnething  of  a  politician,  but  men  with 
liis  pore  motives  and  genuine  interest  in  the  public  weal  find 
little  scope  in  Austria,  where  politics  are  monopolised  by  loud- 
moQthed  mediocrities  or  sch^ners  without  pdncifdes.  His  career 
as  a  politician  was  somewhat  brief.  He  was  elected  to  the  Diet 
of  Lower  Austria  in  1895,  only  to  be  defeated  (by  Dr.  Weiss- 
kirchner,  the  present  Senior  Burgomaster  of  Vienna)  in  1897. 
Philippovich,  who  hated  reaction  and  abhorred  class  conflicts, 
was  a  good  friend  of  the  working  classes,  for  whom,  in  the  spirit 
d  the  Verein  fur  Sozialpolitik,  he  advocated  reasonable  con- 
ditions of  life  and  labour.  The  working  classes  in  their  turn 
fihowed  confidence  in  him,  and  he  was  often  chosen  as  arbitrator 
b  industrial  disputes.  It  is  significant  of  Austrian  public  life 
during  tbe  last  three  years  that  though  Philippovich  was  a 
member  of  the  Austrian  Upper  Chamber,  his  criticism  of  the 
Sturgkh  administration  was  not  allowed  to  appear  in  Austria,  and 
Philippovich  had  to  seek  the  hospitality  of  the  (xerman  press  for 
the  purpose. 

Philippovich  was  essentially  a  scholar,  and  a  large  number 
of  the  present  generation  of  officials  in  Austria  owe  their  economic 
training  to  him.  But  he  was  never  able  to  establish  a  living 
economic  seminar  at  Vienna,  principally,  it  was  said,  because  of 
the  proverbially  lackadaisical  character  of  the  Austrian  students. 
It  is  no  secret  that  Philippovich  would  have  welcomed  a  call  to 
Berlin,  where,  there  can  be  little  doubt,  his  scholarship  would 
have  found  more  appreciation,  and  his  life  greater  success. 

M.  Epstein. 

CuBRENT  Topics. 

Mb.  Henry  Hiogs,  C.B.,  has  accepted  the  Newmarch  Lecture- 
ship for  another  year,  and  will  give  six  lectures  in  November  and 
December  pf  this  year,  at  University  College,  London,  on  the 
application  of  Statistics  and  Economics  to  some  unsettled  problems 
of  Society.  We  trust  that  these  lectures  may  be  embodied  in  a 
t(ma  blending  utile  dulci  as  happily  as  the  volume  above  reviewed, 
which  contains  the  preceding  set  of  lectures. 


The  following  letter  explains  itself.    Tbe  number  of  signa- 
tories would  have  been  much  larger  if  all  those  who,  as  contri- 
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butors  to  Palgrave's  Dictionary,  were  brought  into  friendly  rela-  ::i^ 
tions  with  the  editor  had  been  invited  to  add  their  signatures. 

If  all  who  have  derived  benefit  from  the  use  of  that  work  could  ■:*» 

have  been  invited,  the  number  might  indeed  have  been  indefinitely  v  ' 

increased.  I  'r 

June  nh,  1917. 
Dear  Sir  Inglis  Palgravb, 

We  learn  that  the  eleventh  of  June  will  be  the  ninetieth 
anniversary  of  your  birth,  and  we  desire  to  mark  so  auspicious         z'tT 
an  occasion  in  the  annals  of  the  economists  and  statisticians  of  ^^^^t 

Great  Britain  and  Ireland  by  tendering  to  you,  in  testimony  of 
a  long  and  pleasant  friendship,  our  warm  conppratulations  on  the 
event,  and  our  hearty  wish  that  during  the  years  to  come  you  ,^r 
may  continue  to  play  the  active,  useful  part  you  have  been  able 
hitherto,  amid  the  engrossing  occupations  of  a  responsible 
business  life,  as  well  as  in  your  earned  retirement  from  such 
cares,  to  take  in  the  advancement  of  those  studies  which  form 
the  bond  of  advantageous  and  agreeable  union  between  you 
and  us. 

You,  as  we,  are  well  aware  of  the  large  circle  of  admiring 
friends  in  this^  and  other  countries,  secured  especially  by  your 
indefatigable  successful  labours  as  Editor  of  the  Dictionary  of 
Political  Economy;  and,  had  more  time  and  less  interrupted 
means  of  communication  been  now  available,  it  would  have  been 
easy  to  multiply  the  signatures  to  this  letter.  But  the  feeling 
of  appreciative  affection  for  you  and  for  your  work,  which  we 
hope  may  be  conveyed  by  the  brief  message  we  are  sending,  could 
not  have  been  rendered  more  sincere,  and  we  have  preferred  to 
limit  ourselves  to  those  who  can  justly  claim  the  privilege  of  oid 
continuous  intimate  association  with  you. 

Will  you,  then,  as  our  honoured  doyen,  for  the  sake  of  those 
studies  in  which  we  have  been  linked  through  so  many  years, 
receive  this  token  of  our  amity,  and  believe  us  to  be. 

Yours  most  truly. 

List  of  those  who  signed  the  letter :  Sir  W.  J.  Ashley,  Sir 
J.  A.  Baines,  Sir  D.  M.  Barbour,  Professor  C.  F.  Bastable,  Sir 
A.  E.  Bateman,  Dr.  J.  Bonar,  Professor  A.  L.  Bowley,  Sir  E. 
Brabrook,  Professor  E.  Cannan,  Professor  S.  J.  Chapman,  Major 
P.  A.  Craigie,  The  Ven.  Archdeacon  W.  Cunningham,  Professor 
F.  Y.  Edgeworth,  Sir  T.  H.  Elliott,  Mr.  A.  W.  Flux,  Professor 
H.  S.  Foxwell,  Professor  E.  C.  K.  Gonner,  Mr.  F.  C.  Goodenough, 
Mr.  W.  A.  S.  Hewins,  Mr.  H.  Higgs,  Mr.  J.  M.  Keynes,  Dr. 
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J-  N.  Keynes,  Sir  B.  Mallet,  Dr.  A.  Marshall,  Mr.  B.  Martin 
Holland,  Professor  F.  C.  Montague,  Professor  J.  S.  Nicholson, 
Th«  Eev.  li.  B.  Phelps  (Provost  of  Oriel),  Mr.  L.  L.  Price,  Sir 
B,  H.  Eew,  Professor  W.  B.  Scott,  Mr.  E.  J.  Schuster,  Sir  F. 
Schuster,  Mr.  J.  H.  Tritton. 


The  United  States  Tariff  Commission  plans  a  considerable 
inquiry  on  the  treaty  and  tariff  relations  of  the  United  States, 
incidental  to  which  will  be  an  inquiry  upon  the  treaty  and  tariff 
relations  of    other   countries.     This    inquiry  is    preliminary  to 
laying  before  the  Congress  of  the  United  States  information  con- 
cerning the  changes  in  commercial  and  treaty  relations  due  to 
the  war,  and  concerning  the  new  aspects  of  the  commercial  treaty 
situation  which  will  inevitably  need  consideration.     The  Chair- 
man of  the  Commission,  Professor  Taussig,  in  a  weighty  address 
delivered  last  May,  promised  that  the  method  of  inquiry  should 
be  scientific,  not,  indeed,  in  the  sense  appropriate  to  the  natural 
sciences,  but  in  the  sense  that  "we  shall  be  accurate,  painstaking, 
discriminating ;    shall  refrain  from  guess,  rumour,  exaggeration, 
vague    and    untested    general    statements  .  .  .  gather    all    the 
information  we  can,  sift  it  with  care,  present  it  clearly,  apply  it 
intelligently.'*     Among  problems  which  may  presently  be  con- 
sidered by  the  Commission  are  arrangements  as  to  the  importa- 
tion of  commodities  during  a  period  in  which  increase  of  rates  is 
under   discussion,   and  the  plan  on  which  commercial   treaties 
should  be  constructed.     With  regard  to  commercial  negotiations 
after  the  war,  Professor  Taussig — echoing  the  words  of  President 
Wilson  as  to  the  spirit  in  which  America  enters  into  the  war — 
declares  :    "We  shall  not  desire  for  ourselves  discriminating  or 
unequal  commercial  privileges.  ...  If  we  adopt  defensive  com- 
mercial legislation  ...  it  will  be  with  the  design  of  maintain- 
ing it  strictly  as  defensive,  not  as  a  means  of  aggression  or 
control.*' 


The  following  conmiunication  reached  us  too  late  to  be  printed 
as  an  original  article  or  memorandum.  It  is  hardly  necessary  to 
point  out  the  importance  of  the  explanations  given  by  the  eminent 
economist  who  is  Director  of  the  Economic  Division  of  the  Car- 
negie Endowment  for  International  Peace.  It  is  clear  that  the 
American  League,  whose  end  is  the  maintenance  of  peace,  does 
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not  shrink  from  the  exercise  of  force  when  necessary  to  that 
end  : — 

"In  explaining  its  purpose  the  American  League  to  Enforce 
Peace  must  begin  by  interpreting  its  name.  It  is  an  organisation 
for  forcibly  preserving  the  peace,  when  once  it  has  been  estab- 
lished, and  is  as  far  as  possible  from  being  a  stop-the-war 
organisation.  Since  the  entry  of  the  United  States  into  the  con- 
flict the  League  has  become  openly  a  win-the-war  society,  and 
will  use  every  ounce  of  energy  it  possesses  to  help  in  securing  a 
victory  for  the  Allies*  cause.  Its  original  declaration  of  purposes 
asserts  that  America  should  join  a  league  for  the  preservation  of 
peace,  and  when  the  declaration  was  issued  there  was  much  doubt 
whether  this  country  would  do  it.  In  effect  she  has  done  it. 
In  a  practical  way,  though  not  by  any  positive  treaty,  the  United 
States  has  made  itself  a  working  member  of  the  Entente. 

"The  declaration  called  for  the  use  of  force  in  maintaining 
peace — American  force  for  maintaining  primarily  a  European 
peace — which  raised  another  uncertain  question.  This  country 
had  a  centmy-old  dread  of  '  entangling  alliances.'  We  are,  how- 
ever, now  using  American  forces  for  just  that  purpose — ^the 
assuring  of  peace  in  Europe  by  defeating  the  Power  that  has 
broken  it,  and,  if  it  had  its  way,  would  continue  to  menace  it. 
The  menace  would  extend  to  America.  A  German  victory  would 
so  magnify  the  power  of  that  Empire  that  transatlantic  States 
would  hold  their  freedom  by  a  precarious  tenure. 

"If  a  League  of  Nations  had  been  established  on  the  plan 
outlined  in  the  declaration  cited,  and  if  one  of  its  members  had 
attacked  another  without  submitting  its  claims  to  arbitration,  it 
would  have  been  the  duty  of  the  other  members,  the  United  Btates 
included,  to  '  use  economic  and  military  force '  to  defeat  the 
aggressor.  Germany  and  its  vassals  are  in  the  position  of  such 
an  aggressor,  and  the  Greater  Entente,  as  we  may  term  it,  is 
applying  the  discipline.  Our  country  will  use  its  full  fighting 
powers  on  land,  on  the  sea,  and  in  the  air,  and  call  out  its  utmost 
economic  resources  in  doing  what  the  constitution  of  the  League 
to  Enforce  Peace  would  have  required  it  to  do  if  it  had  been  in 
formal  existence  when  the  Teutonic  union  began  the  war.  While 
the  founders  of  the  League  were  slowly  and  doubtfully  rough- 
hewing  their  ends  a  Divinity  has  shaped  them.  The  League  of 
Peace  is  in  existence,  its  plan  of  action  has  been  formed  for  it 
and  the  League  will  soon  be  in  the  fullest  activity  of  which  it  is 
capable  in  carrying  out  the  plan — a  bolder  plan  than  we  had 
dared  to  adopt. 
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*•  The  economic  pressure  is  at  work  supplementing  the  military 
one,  and  this,  too,  will  soon  acquire  a  vast  increase  of  effective- 
ness. America  will  cease  to  feed  Germany  indirectly,  by  sending 
American  rations  to  neutrals  in  order  that  neutral  rations  may 
go  to  Germany.  Its  munitions,  the  materials  for  making  them, 
and  its  loanable  funds  will  be  sent  only  to  its  allies  and  will  be 
rigorously  withheld  from  its  enemies.  The  blockade,  the  embargo 
and  the  international  financing  are  a  very  large  part  of  the 
*  economic  force  *  which  the  Entente's  constitution  would  have 
required  it  to  use  in  repressing  any  member  who  should  break  its 
agreement  in  initiating  a  war.  *  Economic  force '  is  a  general 
expression,  but  Destiny  is  giving  to  it  a  concrete  definition  and 
making  it  mean  whatever  use  of  material  wealth  the  nations  on 
the  side  of  freedom  and  peace  are  finding  themselves  impelled 
to  make. 

"There  is  an  obvious  difference  in  degree  between  the  con- 
dition that  would  be  created  by  one  of  a  score  of  States  that  should 
break  the  peace  and  find  itself  disciplined  by  the  remaining 
nineteen  and  the  condition  which  the  present  war  has  created. 
The  Ijeague  of  Nations  that  has  been  called  into  being  has  on 
its  hands  a  very  exaggerated  case  of  discipline,  and  the  offendei 
is  patting  the  disciplinary  power  to  an  unexpectedly  severe  test. 
The  iweponderance  of  ultimate  power  is  still  overwhelmingly  on 
the  side  of  the  League  that  stands  for  enforced  peace  and  for 
freedom,  and  if  victory  comes  to  it  as,  when  the  activity  of 
America  shall  be  developed,  it  should  quickly  come,  we  may  give 
to  the  statement  of  the  general  aim  of  the  League  a  concrete  and 
inspiriting  interpretation.  The  Enlarged  Entente  will  have  be- 
come the  League  of  Peace  that  we  were  working  for  when  the 
hope  of  so  much  success  was  as  nil — a  dominant  and  beneficent 
(Commonwealth  of  Nations  with  its  peace  and  its  freedom  fully 
guarded. 

"Will  it  include  Germany?  Will  it  act  as  if  that  country  had 
once  been  a  member  and,  when  properly  curbed,  might  safely  be 
restored  to  the  fold?  Views  differ  on  this  important  point,  and 
Destiny  again  may  have  to  decide  it.  It  is  fairly  clear  that,  in 
fi^icb  a  true  and  intimate  league  as  the  war  will  develop,  no  nation 
can  safely  have  a  place  if  it  is  militaristic,  autocratic  and  bent 
an  conquering  and  ruling  a  vast  empire,  and  if  it  has  announced 
and  acted  on  the  principle  that  Macht  and  not  Recht  is  supreme 
in  Weltpolitik.  But  may  not  Germany  become  a  democracy,  a 
peace  lover,  devoted  to  justice  and  therefore  a  respecter  of  others* 
territories?  We  must  wait  for  the  event  before  answering.  // 
No.  106.— VOL.  txvn.  G  o 
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that  happens,  welcome  to  Germany.  The  evidence  that  it  has 
happened  will  need  to  be  clear  enough  to  offset  the  evidence  now 
so  convincing  of  the  present  anti-social  and  anti-moral  quality 
of  that  empire.  The  democracy  it  will  take  on  may  not  be 
radical.  It  may  be  conceded  by  its  ruler  as  a  small  sop  for  an 
easily  appeased  Cerberus.  Much  autocracy  may  survive  and  the 
dream  of  Urasiatic  empire  may  not  be  forgotten.  If  the  wax 
transforms  Germany,  it  may  ^ell  and  properly  bring  her  into  the 
League,  but  it  will  be  safe  to  wait  for  signs  that  the  transforming 
has  been  thoroughly  done.  . 

"In  the  meanwhile,  what  will  be  practicitble ?  Bargains  such 
as  men  make  with  each  other,  whether  they  are  on  the  same 
moral  plane  or  not.  Treaties  of  arbitration  and  international  con- 
ferences to  adjust  recurring  diflSculties  without  war  will  be  not 
merely  possible  but  imperatively  needed.  And  behind  those 
treaties  will  be  the  power  which  the  constitution  of  the  League 
to  Enforce  Peace  has  called  for — the  preponderant  military  and 
economic  force  that  will  have  won  the  war.  This  League,  the 
League  of  Nations  society  and  every  similar  and  wisely  planned 
organisation,  will  find  its  aims  attained  in  just  the  measure  in 
which  they  have  coincided  with  the  march  of  events,  the  guiding 
of  which  is  in  higher  hands.  In  this  merging  of  purposeful  effort 
in  the  course  that  forces  too  great  for  conscious  planning  have 
marked  out,  those  organisations  which,  the  world  over,  are  striv- 
ing to  ensure  abiding  peace  will  find  themselves  inevitably  in 
harmony  with  each  other.  Higher  powers  will  have  united 
them." 

John  Bates  Clark 
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Journal  of  the  Royal  Statistical  Society. 

May,  1917.  How  to  Improve  our  Fishing  Industries,  The  Bight 
Hon.  the  Earl  op  Dunraven.  By  fertilisation  of  ova — in  the 
Spey  alone  it  was  estimated  that  90,000,000  eggs  were  spawned 
in  the  year — and  fish  culture  the  people  might  be  fed  cheaply 
and  the  Exchequer  obtain  more  than  from  the  liquor  duty. 
Trade  toith  France  Before  afid  After  the  War.  Prof.  Paul 
Mantoux.  a  review  of  the  goods  exchanged  between  the  two 
countries  leads  to  the  expectation  that  the  relative,  if  not 
the  absolute,  position  of  !FVance  will  not  be  injured  by  closer 
economic  union  of  the  British  Empire.  Mathematical  Repre- 
sentation of  Statistical  Data,  Prof.  F.  Y.  Edgeworth.  In 
tiiis  concluding  section  the  author  compares  his  method  with 
others,  in  particular  Prof.  Karl  Pearson's  pre-eminent  Types. 

Scottish  Historical  Review. 
July,  1917.  Trade  after  the  Napoleonic  War,  Prof.  J.  S.  Nichol- 
son. A  survey  of  the  poat-bellum  period  of  a  hundred  years 
ago  in  the  light  of  Tooke's  History  afEords  instructive  compari- 
sons with  present  conditions.  It  is  now  generally  agreed  that 
the  restriction  had  more  influence  than  Tooke  supposed;  and 
**  the  present  high  level  is  largely  due  to  the  de  facto  abandon- 
ment of  the  gold  standard."  Old  controversies  are  being 
revived. 

Proceedings  of  Edinburgh  Mathematical  Society, 

Vol.  XXXV.  (1916-17).  On  the  Effect  of  a  Rise  of  Prices  upon  the 
Amount  of  Small  Money  Used,  Assuming  that  transactions  in- 
volving small  simns  are  much  more  numerous,  it  is  shown  by 
an  ingenious  mathematical  demonstration  that  an  increase  of 
prices  tends  to  a  greater  use  of  small  coins. 

Quarterly  Review. 

JxjLX,  1917.  Prices  as  Affected  by  Currency  Inflation,  Walter 
Ford.  The  issue  of  paper  money  in  excess  of  the  gold  held  in 
reserve  by  the  belligerent  States  accounts  for  the  rise  of  prices. 
In  developing  the  theory  of  value  "both  Mill  and  Marshall 
argued  as  though  money  was  a  non- variable."  Some  Economic 
Lessons  of  the  War,  Andr6  Lebon.  "No  one  who  has  studied 
ike  literature  of  tiie  subject" — the  question  of  coal  and  iron 
recently  treated  by  Engerand,   Driault,   Scheffer  and  Alfassa 
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— "can  fail  to  realise  the  imperious  necesaity  that  is  laid  on 
us  to  gain  possession  of  the  whole  iron  mines  of  Lorraine,  and 
when  once  we  hold  them  to  make  sure  of  exploiting  them  our- 
selves." To  dream  of  crushing  Prussian  militarism  while  leav- 
ing Germany's  metallurgical  power  intact  is  folly.  Large  indus- 
trial associations  rather  than  the  routine  of  competition  are 
required. 

The  Nineteenth  Century. 
July,    1917.     The    Coming    Revolution.     Arthur    Shadwell.     The 
writer's  observations  have  confirmed  him  in  the  view  which  he 
expressed  two  years  ago  that  the  war  would  end  in  an  industrial 
revolution. 

Journal  of  the  Institute  of  Bankers. 
June,  1917.     The  Controversy  on  the  Qmintity  Theory  of  Money  is 
continued. 

Contemporary   Reviev>. 

JuiffB^  1917.  Parliament  and  Expenditure.  W.  M.  J.  Williams. 
A  demand  for  control  of  expenditure.  Economies  of  Personal 
Energy.    Eustace  Miles. 

Quarterly  Journal  of  Econonnics  (Cambridge,  Mass.). 
May,  1917.  Financing  the  War.  Charles  J.  Bullock.  A  jusfc 
mean  between  loans  and  taxes  is  recommended.  Loans  only 
lead  to  impaired  credit,  currency  inflation,  and  threatened 
collapse.  Taxes  must  not  be  so  sudden  and  heavy  as  to  prevent 
the  readjustments  of  industry.  With  H.  C.  Adams,  Prof. 
Bullock  prefers  ''a  tax  policy  assisted  by  credits  raider  than  a 
credit  policy  assisted  by  taxes."  He  makes  suggestions  for  new 
taxation  to  raise  91>000,000,000,  and  some  general  observations 
on  war  loans.  Internaiional  Trad^  under  Depreciated  Paper, 
F.  C.  Taussig.  The  efiecta  of  a  loan  from  one  country  to 
another  are  investigated  in  the  abstract.  If  both  coimtries  have 
a  gold  currency,  incomes  and  prices  tend  to  rise  in  the  borrowing 
country,  to  fall  in  the  lending  country.  But  if  the  borrowing 
country  has  a  paper  currency,  incomes  tend  to  be  constant  in 
both  countries,  prices  to  fadl  in  the  borrowing  country,  jfco  rise 
in  the  lending  country.  The  old  question  whether  the  issue  of 
a  paper  currency  acts  as  a  stimulus  to  exports  is  answered  in 
the  negative — ^unless  the  prices  of  export  are  influenced  more 
than  the  prices  of  other  things.  The  Regulation  of  Wages  in 
New  Zealand.  M.  B.  Hammond.  The  Court,  at  first  hesitating 
as  to  the  principle  by  which  to  regulate  minimum  wages,  in 
1907  definitely  adopted  cost  of  living.  The  prices  of  food  and 
rent  rising  in  1912-13,  the  Court  advanced  minimum  wages 
correspondingly;  but  not  so  in  1914-15.  The  Literary  Test  and 
its  Making.  H.  Pratt  Fairchild.  The  restriction  of  immigra- 
tion has  been  at  length  secured.  Co-operation  Among  the 
Mormons.     Hamilton  Gardner.     Flax.    Walter  8.  Barker. 

The  Journal  of  Political  Economy  (Chicago). 
May,  1917.     The  Philippine  National  Bank.    H.  Parker  Willis. 
The  Ethics  of  Land   Value  Taxation.    H.   Gunnison  Brown. 
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The  prindple  of  "iinearned  increment''  with  some  confiidera- 
tion  for  the  services  of  landlord  and  for  vested  interests  is  to  be 
applied  to  American  land. 
JuKB.     Economic    Conditions  and  the    Birth-rate  after  the    War. 
A.  B.  Wolfe.     Railroad  Co-ordination.     A.  V.  Abragon. 

The  American  Economic  Review  (Princeton). 

JmvE,  1917.  What  the  Federal  Reserve  System  has  Done.  H. 
Pabkkr  Willis.  Determinants  of  Lumber  Prides.  Geobge  A. 
Stephens.  Marketing  Functions  and  Mercantile  Organisations. 
L.  D.  H.  Weld.  Real  Wages  in  Recent  Years.  F.  D.  Jones. 
A  view  not  so  gloomy  as  that  of  Dr.  Kubinow  (in  the  Kb  view 
for  December,  1914),  yet  not  optimistic,  as  to  the  rise  in  the 
welfare  of  the  poor.  Open  Price  Associations,  H.  B.  Tosdal. 
Railroad  Equipment  Obligations.    A.  S.  Dewing. 

Annals  of  American  Academy   (Philadelphia). 

May,  1917.     Stabilising  Industrial  Employment  is  the  theme  of  this 

number. 
Jifi*T.     America's  Relation  to  the   World.     The  various  aspects  of 

war  and  peace  are  considered  from  the  points  of  view  of  some 

forty  different  writers. 

Bureau  of  Labor  Statistics  (Washington). 

The  foHowmg  publications  are  noticeable:  Profit  Sharing  in  the 
United  States,  205  (Dec,  1916).  Vocational  Education  Survey 
of  Minneapolis,  199  (Dec,  1916).  Workmen's  Compensation 
Laws  of  the  United  States  and  Foreign  Countries  (Jan.,  1917). 
Labour  Laws  and  their  Administration  in  the  Pacific  States, 
211  (Jan.).  Causes  of  Death  by  Occupation,  207  (March). 
Hours,  Fatigue,  and  Health  in  British  Munition  Factories  (221), 
and  Welfare  Work  .  .  .  (222),  reprints  of  the  Memoranda  of  the 
British  Health  of  Munition  Workers'  Committee  (April). 

L*Egypte   Contem^porame    (Cwro). 

Apbil,  1917.  Census  of  Egypt.  J.  I.  Craig  (Controller,  Statistical 
Department  and  Census  Office).  On  the  eve  of  tiie  Census 
which  took  place  last  March  the  expert  writer  remains  on 
census- taking  in  general  and  with  reference  to  Egypt  in 
particular.  Les  applications  de  Velectricite  en  Egypte. 
F.  Bourgeois. 

Journal  des  Economistes  (Paris).  • 

JWE,  1917.     Le  rigime  des  fabrications  de  guerre.    Yves  Guyot. 

A  qui  le  "dumping  "  porte-t-il  tort?    Sir  Hugh  Bell.  Dumped 

goods  may  hurt  ''a  small  section,'*  the  producers  of  the  goods, 

but  benefit  the  country  as  a  whole. 
July.     Le  Monopole  de  Valcohol.    Yves  Guyot.    Les  Finances  de 

la  Orande-Bretagne  pendant  la  guerre.    W.  M.  J.  Williams. 

A  sequel  to  the  article  of  May,  analysing  the  debt  (£M. 4,800) 

and  tne  taxation  (triple  that  of  1913-14)  incurred  to  meet  the 

609t  of  the  war  (£M.4,800). 
JiTW.     Di9cu9sion  sur  VinfUUion.     A.    Baffalovich.     "It  appears 

to  OS  difficult  to  estimate  what  exactly  is  the  part  played  by 
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the  inorease  of  money  in  the  rise  of  prices."  He  deprecates 
controversy  about  the  quantity  theory;  points  to  the  opposite 
dangers  of  an  unrestricted  increase  of  money,  which  may  result 
from  the  direct  subscription  of  banks  to  loans,  and  such  a 
restriction  of  credit  as  will  prevent  Government  from  buying 
the  requisites  of  war.  Oaspillage  et  economies  aux  armies. 
P.  Cauboub.  An  interesting  summary  of  what  has  been  or 
might  be  done  to  avoid  waste  at  the  fi:ont,  and  to  utilise  the 
waste  products  of  war. 

Scientia  (Milan). 

July,  1917.  The  British  Labour  Movement  under  War  Pressure, 
Sidney  Webb.  Laboiu:  has  not  been  depressed  in  the  war  into 
which  it  entered  in  numbers  never  before  reached  without  com- 
pulsion, and  sacrificing  for  the  common  good  many  cherished 
rights.  In  spite  of  the  increase  in  the  cost  of  living  abd  new 
t€^ation  of  the  wage-earning  class  amoimting  to  at  least  £M.50 
per  annum,  that  class  seems  to  be  considerably  better  ofiE  in  1017 
than  in  1913.  For  the  first  timei  wage-earners  have  taken  up 
holdings  in  Government  war  loans  to  the  extent  of  some  £M.100. 
Pressed  by  Laboiu*,  Government  has  increased  the  scparatfen 
allowances  paid  to  the  dependents  of  soldiers  up  to  near  £M.100; 
the  pensions  for  disabled  men  and  for  widows  and  orphans  up  to 
£M.25  a  year,  and  the  old-age  pensions  of  the  necessitous  by 
50  per  cent.  Labour  has  been  accepted  as  a  partner  in  the 
State.  The  Chairman  of  the  Labour  Party,  has  a  seat  in  the 
War  Cabinet.  Another  Labour  Member  is  Member  for  Labour, 
a  third  for  Pensions,  and  so  on.  The  executive  has,  indeed, 
received  unlimited  powers,  but  they  are  restrained  by  the  brake 
of  public  opinion,  and  will  disappear  with  the  war. 

De  Economist  (La  Hague). 

June,  1917.     Voorziening  in  de  crisis-uitgaven  in  Nederland,    G.  M. 

BoisSEVAiN.     The  principles  announced  by  Prof.  Pigou  in  the 

Economic  Journal,  March,  1917,  are  considered  with  reference 

'  to  the  exigencies  of  Holland.     The  other  articles  are  of  more 

specially  Dutch  interest. 

Afchiv  fUf  Sozialwissenschaft  (Tiibingen). 

May,  1917.  Die  Wirtschaftsethik  der  Weltreligionen,  Max  Wbbbr. 
This  stupendous  article  of  128  pages  is  only  the  conclusion  of  an 
inquiry  into  the  economic  morality  of  the  world  religions.  The 
concluding  section  deals  with  Hinduism  and  Buddhism.  Die 
Zukunft  des  Tarifvertragsrechts,  Otto  von  Gierke.  A  review 
of  two  recent  works:  Ginzheimers*  Ein  Arheitstarifgesetz,  Boos* 
Der  Oesamtarbeitsvertrag  nach  Schweizerischem  Recht, 

Jahfbuecher  /.  Nabionaloekonomie  (Jena). 

May,  1917.  Die  CEkonomie  der  Arbeitskraft.  P.  Mombert.  Writing 
at  the  Front  (tm  Pelde)  without  access  to  references,  the  eminent 
statistician  analyses  the  general  conditions  of  economic  efficiency. 
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Giomale  degli  Economisti  (Eome). 

April,  1917.     II  mercato  monetario  e  la  guerra.     X.     SuW  evasione 

nclle  tTosmiasioni  gratuite  mohiUari.     A.  Contento. 
May.     La  diveraa  preaaione  trihutaria  del  preatito  e  delV  impoata. 

B.  Griziotti.  Produzione  e  conaumo  durante  la  guerra  in 
Sardegna.     M.  Vinelli. 

June,    1917.     II  mercato   monetario   e   la  guerra.     X.     La   colonia 

Dalmata.    M.  A.  Todorovic. 
July.     Movimenti    di    lunga    durata    dello    aconto    e    dei    prezzi. 

C.  Bresciani-Tureoni.  The  observation  of  long  periods  shows 
a  close  parallelism  between  the  movementB  of  general  price  and 
that  of  interest  and  discount.  Le  curve  di  indifferenza  nella 
teoria  dei  fenomeni  collettive  de  due  argofnenti,  L.  Amoroso. 
Curves  of  level  play  a  part  in  the  mathematical  theory  of 
frequency-statistics  analogous  to  that  of  indifference -curves  in 
mat^matical  economics. 


NEW  BOOKS 

English. 

Carter  (Huntley).  Industrial  Reconstruction.  A  symposium 
of  the  situation  after  the  war.  (Edited  by  H.  C.)  London :  Fisher 
Unwin.     1917.     Pp.  xv  +  295.     6«.  net. 

Clarity.  Our  Future.  Some  economic,  social,  and  industrial 
problems.  To  which  is  appended  a  special  section  on  the  woollen 
industry.     London :  Murby  and  Co.     7a.  n. 

[A  buBiness  man  engaged  in  the  woollen  tcade  proposes  a  scheme  of  protec- 
tion,  discnsses  **Tbe  Sex  Problem/'  and  other  burning  questions.] 

Cole  (G.  H.  D.>  and  Arnot  fK.  Page).  Trade  Unionism  on  the 
Bailways.  Its  History  and  Problems.  London:  Fabian  Research 
Department,  1917.     Pp.  147.     2a.  6d. 

Da  VIES  (Benjamin).  First  Principles  of  Material  Well-being. 
London:  Headley.     Pp.  64. 

[**ThiB  little  book  is  sent  forth  in  the  hope  that  many  readers  will  be  heli>ed 
to  reconsider  the  Christian  Doctrine  relating  to  material  well-being";  which 
denoted  by  the  symbol  Q,  enters  into  equations  as  thus  :  W  =  Q(E  +  L)i;  where 
Qs Quantity  of  Commodity;  E  =  Stored  Energy;  L~ Labour;  i  represents  "the 
Wm  of  Man."] 

Financial  Policy  (Our)  cmd  the  Rate  of  Interest.  A  criticism. 
London:  King,  1917.     Pp.  60.     6d.  net. 

Gide  (Charles).  Commercial  Policy  after  the  War.  With  a 
preface  by  the  Right  Hon.  J.  M.  Roberteon,  M.P.  London :  Cobden 
Club.    3d, 

HfGOS  (Henry  C.  B.).  National  Economy.  London:  Macmillan. 
1917.     Pp.  147. 
fBeviewed  above.} 

HoDOB  (H.  R.).  Economic  Conditiona,  1815  and  1914.  London ; 
Allen  and  Unwin,  1917.     Pp.  91. 
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Kkltib  (J.  Scott).  The  Statesman's  Year-book.  (Edited  by 
J.  S.  Keltie,  assisted  by  M.  Epstein.)  London:  Macmillan,  1917. 
Pp.  1504.     12«.  6d,  net. 

[The  fifty-fourth  iisue  presents  the  latest  avMl»ble  information  relating  to 
enemy  countries.  There  is  a  further  list — in  addition  to  those  given  in  1915 
and  1916— of  books  on  the  war.] 

KiTSON  (Arthur).  Ttade  FaDaeies.  A  criticism  of  existing 
methods  and  suggestions  for  a  reform  towards  national  prosperity. 
With  a  preface  by  Francis  Stopford,  editor  of  Land  and  Water. 
London :  King.     1917.     Pp.  286. 

Lucas  (Sir  C.  P.).  The  Beginninga  of  English  Orerseas  Enter- 
prise. A  prelude  to  the  Bmp»e.  Oxford :  Clarendon  Press.  1917. 
Pp.  208. 

[To  be  reviewed.} 

Morton  (John  A.).  The  Industrial  Counterpoise.  As  the 
foundation  of  Social  Harmony  and  Universal  Peace.  London: 
Athenaeum  Press.     1917.     Pp.  126.     la.  6d. 

ScoTT  (Prof.  W.  R.).  Economic  Problems  of  Peace  after  War. 
(The  W.  Stanley  Jevons  lectures  at  University  College,  London, 
1917.)    Cambridge  University  Press.     1917.     Pp.  122. 

[To  be  reviewed.] 

Society  for  the  Study  of  the  Social  Consequences  of  the  War. 
Bulletin  No.  8.  Copenhagen.  May  1,  1917.  Pp.  1.  This  issue 
deals  with  the  movement  of  population  in  Germany  and  France. 
It  is  estimated  that  the  number  of  Germans  above  one  year  old  who 
have  died  during  three  years  of  war  in  excess  of  the  number  who 
would  have  died  in  peace-time  is  1,486,000,  of  whom  at  least  80  per 
cent,  fell  in  the  war.  Births  have  declined  by  some  40  per  cent. 
The  statistica  for  France  are  less  complete. 

Steward  (Charles  Leslie).  Land  Tenure  in  the  United  States. 
With  special  reference  to  Illinois.  (University  of  Illinois  Studies.) 
Urbana :  University  of  Illinois.     1916.     Pp.  185. 

Thompson  (W.  Rowan).  The  Premium  Bonus  System.  Glas- 
gow: McCorquodale.     1917.     Pp.  99.     6«.  net. 

Tweedy  (R.  N.).  Industrial  Alcohol.  (Reprinted  from  Better 
Business.)  Dublin:  Co-operative  Reference  Library.  Plunkett 
House.     1917. 

Withers  (Hartley).  Our  Money  and  the  State.  London: 
Murray.     1917.     Pp.  ^2.     bs.  net. 

American. 

Anderson   (B.   M.).     The  Value  of  Money.    New  York:   Mac- 

millan  Co.     1917. 

[Many  received  doctrines  are  OTerhauled;  especially  the  Quantity  Theory 
of  Money,  as  to  which  Prof.  Irving  Fisher  is  severely  criticised.  The  author 
is  Assistant  Professor  of   Economics  at  Harvard   UniTinitiy.} 
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Gephart.  The  Principles  of  Insurance.  Vol.  I.,  Life.  Vol.  II., 
Fire.    New  York:  Macmillan  Co.,  1917.     Pp.  385+332. 

[Too  modestly  described  by  the  author  as  "an  elementary  discussion  of  the 
principles   and  practice  of  insurance."] 

Tabbell  (Ida  M.).  New  Ideals  in  Business.  New  York:  Mac- 
millan Co.     1916.     Pp.  339. 

pB  the  preparation  of  her  well-known  studies  on  the  Standard  Oil  Company 
and  on  the  protective  tariff,  the  writer*?  attention  was  turned  to  the  subject 
bere  treated,  relations  of  emtployers  and  workpeople.] 

Weyforth  (W.  0.).  The  Organisability  of  Labor.  (Johns 
Hopkins  University  Studies.)  Baltimore :  Johns  Hopkins  Press. 
1917.    Pp.  277. 

[A  survey  of  the  very  complex  factors  which  affect  organisation  leads  to 
the  conclusion  that  the  favourable  influences  are  on  the  increase.  The  limits  of 
trade  union  activity  are  far  from  having  been  reached.] 

WiLLOUGHBY    (WiLLIAM   F.),    WiLLOUGHBY    (WeSTEL   F.),    LiNDSAY 

(S.  M'Cune).  The  System  of  Financial  Administration  of  Great 
Britain.  With  an  introduction  by  A.  Lawrence  Lowell  (President 
of  Harvard   University).     New  York:   Appleton.     1917.     Pp.  362. 

Woodbury  (Robbbt  M.).  Social  Insurance  and  Economic 
Analysis.  (Cornell  Studies  in  History  and  Political  Science.  Vol. 
IV.)    New  York:  Holt.     1917.     Pp.  171. 

Veblen  (Thorstein).  The  Nature  of  Peace.  New  York:  Mac- 
millan Co.     1917.     Pp.  367.     ?2. 

[The  nature  of  peace  and  the  terms  of  its  perpetuation,  is  the  full  title, 
intended  to  be  reminiscent  of  Kant's  famous  essay.] 

French 

Fisher  (Irving).  Eecherches  Math^matiques  aur  la  Tb^orie  de 
la  Valeur  et  des  Prix.  Traduit  par  Jacques  Mofel.  Paris :  Giard. 
1917.     (Bibliothfeque  Internationale   d'Economie   Politique.) 

[A  translation  of  Prof.  Irving  Fisher's  celebrated  work.  The  author  in  a 
preface  to  the  French  edition  arranges  the  leading  ideas  of  the  book  under 
(oar  heads :  (1)  the  use  of  mathematics  in  economic  science,  and  (2)  of  physical, 
specially  hyarostatic  analogies ;  (3)  Utility  as  a  measurable  quantity ;  (4)  Inter- 
^iependent  utilities — "competitive"  .and  complementary  goods.  Among  Ithe 
by^KMtatic  analogies  akin  to  those  of  the  author  the  illustration  in  the 
EooNOMic  Journal,  September,  1895,  p.  434,  is  mentioned  by  him  too  modestly. 
H  was  fathered  by  him.>| 

PiERSON  (N.  G.).  Traite  d 'Economic  Politique.  Traduit  par 
Louis  Suret.  Tome  second.  Paris:  Giard  A  Brifere.  1917. 
Pp.690. 

[This  volume  comprises  the  second  and  third  parts  of  Piersop's  great  treatise 
dealing  respectively  with  Money  and  Production.] 

ScHELLE  (Gustave).  L'Economie  Politique  et  les  Economistes. 
Paris :  Dom  et  Fils.     1917.     F.6. 

Italian. 

LoRiA  (Achille).     Carlo  Marx.     Geneva.     1917. 
Fabrolibs.    L'imposta  sul  Salario.     Milan.     1917. 
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Magiri  (E.).     Finanza  e  Vittoria. 
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[This  and  the  companion  volume  contain  articles  on  economic  and  political 
questions  relating  toine  war,  reprinted  from  the  GiorncHe  degii  EconomtsU,  the 
Vita  Itdiana,  and  othejr  Journals.  Those  'of  most  importance  to  economista 
have  been  noticed  in  the  Economic  Jouknal,  vol.  xxvi.,  p.  294  and  p.  409.1 
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Errata. 

In  the  Economic  Journal,  Vol.  XXVll  (1917):— 
At  p.  250,  last  line,  for  "are  compelled  '*  read  "are  not  com- 
pelled.'* 

At  p.  312,  for  "Iredentori,"  "mutte,*'  "Rato  "  read  respectively 
"Redentori,*'  "inculte,''  "  Prato.'' 
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INDUSTEIAL    UNEEST^ 

In  1914,  when  the  war  broke  out,  a  wave  of  patriotic  senti- 
ment led  the  well-to-do  citizens  of  this  country  to  resolve  to  do 
aomething  to  prevent  the  poor  from  suffering  too  much.  They 
proceeded  to  collect  money  for  the  relief  of  the  distress  which 
was  expected  from  want  of  employment,  and  we  can  well 
remember  the  exultation  felt  when  the  aggregate  reached  a  sum 
which  woidd  pay  for  about  half  a  day  of  the  war  at  the  present 
rate.  The  expected  unemployment  did  not  arrive.  Instead,  em- 
{doyment  became  more  complete  than  ever  before.  The  ujiem- 
ployment  percentage  curve  sank  almost  to  the  base  of  the  chart : 
old-age  pensioners  were  dragged  from  their  retirement ;  thousands 
of  "flappers,"  girls  in  their  early  teens,  left  their  trivial  home 
tasks  and  peopled  shanties  run  up  for  Government  departments 
in  St.  James's  Park  and  the  Embankment  Gardens,  and  hundreds 
of  thousands  worked  in  munition  factories  everywhere,  while 
their  brothers,  the  "flippers,"  got  promotion  at  a  rate  which 
mggested  that  Father  Time  must  have  taken  to  an  aeroplane. 
Wages  in  the  new  occupations  were  very  high,  and  even  in  the 
deceased  trades^  "war  bonuses  "  had  to  be  given  to  retain  a  much 
diminished  number  of  workers.  So  far  as  money  receipts  were 
concerned,  the  working  classes  never  had  such  a  glorious  time. 

And  yet  not  quite  three  years  after  the  beginning  of  the  war 

1  Commission  of  Enquiry  into  Industrial  Unrest,  No.  1  Division,  Report 
of  the  Commissioners  for  the  North-Eaatem  Area,  (Cd.  8662.  Pp.  12.  2d.), 
No,  2,  North-Western  (Cd.  8663.  Pp.  36.  4^^.),  No.  3,  Yorkshire  and  East 
Midlands  (Cd.  8664.  Pp.  7.  \d.).  No.  4,  West  Midlands  (Cd.  8665.  Pp.  12. 
a/.).  iVo.  6,  London  and  South-Eastern  (Cd.  8666.  Pp.  7.  \d.),  No.  6,  South- 
western (Cd.  8667.  Pp.  6.  Id.),  No.  7,  Wolc*,  including  Monmouthshire  (Cd. 
1666.     Pp.  50.    6d.),  No.  8,  Scotland  (Cd.  8669.     Pp.   15.    2d.). 

No.  108^ — VOL.  xxvn.  H  H 
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a  Commission  was  appointed  by  the  Prime  Minister  to  "inquire 
and  report  upon  Industrial  Unrest  and  to  make  recommendations 
to  the  Government  at  the  earliest  practicable  date,"  and  its  work 
was  considered  so  urgent  that  it  divided  itself  into  eight  divisions 
(corresponding  to  the  eight  munition  areas),  and  these  eight  all 
reported  in  a  month ! 

With  the  aid  of  the  Commissioners'  reports  it  is  not  very 
difficult  to  see  what  the  main  causes  of  the  unrest  have  been. 

In  the  first  place  we  may  take  the  loss  of  individual  liberty. 
Of  course,  many  of  the  restrictions  imposed  by  war  measures, 
while  irritating  enough  to  the  people  in  general,  can  scarcely  be 
regarded  as  causes  of  "industrial"  unrest,  inasmuch  as  they  are 
not  directly  connected  with  employment.     Such  are  the  liquor 
restrictions,  and  the  fact  is  probably  the  explanation  of  the 
sharp  divergence  of  opinion  between  the  various  panels  of  the 
Commission  when    they    ask    themselves    whether    the    liquor 
restrictions  have  been  a  cause  of  industrial  unrest.     The  West 
Midlands  Commissioners  "were  frankly  amazed  at  the  strength 
of  the  objections  to  the  liquor  restrictions,"  and  recommend  that 
the  supply  of  beer  should  be  largely  increased.    The  Scotch  Com- 
missioners, on  the  other  hand,  received  no  complaint  from  any 
quarter;  and  the  North-Eastem  Conunissioners  find  that  "the 
liquor  restrictions  have  not  generally  led  to  the  creation  of  in- 
dustrial unrest "  ;  while  the  North- Western  Commissioners  very 
confusedly  announce  that  they  "are  a  cause  of  unrest,"  but  "con- 
tribute to  unrest  rather  than  cause  it,"  and  quote  with  approval 
the  observation  of  an  employer,  "I  should  not  call  the  liquor 
restrictions  a  cause  of  unrest,  but  1  should  unhesitatingly  say 
they  are    a    source  of   a  <x)nsiderable   loss  of    social    temper." 
The  Commissioners    in    general  adopt    the    view  very  naively 
expressed  in  the  North- Western  report,  that  "th^  matter  should 
be  sensibly  dealt  with,  not  from  the  high  ideals  of  temperance 
reformers,  whose  schemes  of  betterment  must  be  kept  in  their 
proper  place  till  after  the  war,  but  from  the  human  point  of  view 
of  keeping  the  man  who  has  to  do  war  work  in  a  good  temper, 
which  will  enable  him  to  make  the  necessary  sacrifices  in  a  con- 
tented spirit,"  beer  being  to  many  of  the  best  citizens  of  the 
country  "not  only  a  beverage,  but  a  sacred  national  institution." 
Conscription  appears  at  first  sight  not  to  be  a  distinctively 
industrial  matter,  any  more  than  the  liquor  restrictions,  but  it 
becomes  so  in  consequence  of  the  necessary  exceptions  to  its 
universality.    The  loss  of  liberty  involved  in  every  man  of  a 
certain  age  being  compelled  to  serve  was  a  popular  loss  among 
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ilmost  all  classes,  because  the  man  of  military  age  who  was  not 
willing  to  serve  was  disliked,  but  whether  or  not,  it  could  not 
have  been  a  cause  of  specifically  industrial  unrest.  But  when  it 
was  found  that  universality  was  impossible,  and  the  loss  of  liberty 
took  the  form  of  tribunals  deciding  who  was  to  go  and  who  to 
stay,  the  situation  was  completely  altered.  Decisions  that  this 
man  and  that  man,  though  of  military  age  and  fitness,  shall  be 
allowed  to  stay  at  home  in  safety  because  they  are  indispensable 
to  the  industry  in  which  they  are  employed  are  and  must  be 
industrial  decisions,  and,  human  nature  being  what  it  is,  they  are 
absolutely  certain  to  become  a  cause  of  industrial  unrest.  More- 
over, the  Army  itself,  though  its  efforts  are  directed  to  the 
destruction  of  the  enemy,  is  an  industrial  organisation,  and  offers 
great  variety  of  occupation  :  the  selection  of  men  for  the  various 
oocapations  is  entirely  in  the  hands  of  the  military  authorities, 
and  would  be  far  from  giving  universal  satisfaction,  even  if  those 
authorities  were  perfectly  wise.  As  things  are,  it  is  not  surprising 
to  hear  from  the  Scotch  Commissioners  that  "the  whole  system 
of  the  operation  of  the  Military  Acts  is,  in  the  opinion  of  the  great 
bulk  of  the  working  classes,  an  exhibition  of  bungling  incom- 
petence and  of  exasperating  dilatory  methods,'*  and  that  the 
opinion  generally  held  of  the  unfair  working  of  the  Acts  is  "a 
great  cause  of  unrest." 

While  willing  to  submit  to  the  loss  of  liberty  involved  in 
oniversal  military  service,  the  working  classes  to  a  man  were 
fitrenuously  opposed  to  "industrial  conscription."  Now  it  is  true 
that  no  man  has  been  industrially  conscribed  in  the  sense  of  oeing 
directly  compelled  to  take  some  particular  employment,  but  a 
great  deal  of  what  may  be  called  negative  industrial  conscription 
tia  been  introduced  by  restricting  men's  freedom  to  abandon 
their  employment,  either  by  way  of  strike  or  in  order  to  take 
other  employment.  As  the  West  Midlands  Commissioners  say, 
"The  Munitions  of  War  Acts  have  revolutionised  industry.  In 
normal  times  the  workman  is  free  to  leave  his  employment, 
whether  to  secure  better  wages  or  on  personal  grounds ;  now  he 
^^  do  neither  unless  his  employer  consents  or  the  Munitions 
Tribunal  grants  a  certificate.  ...  In  normal  times  wage  changes 
we  settled  by  collective  bargaining ;  now  they  are  settled  by  the 
State.  In  normal  times  the  employer  disciplines  his  own  men ; 
iiow  discipline  is  enforced  publicly  in  a  criminal  court.  Lastly, 
^  Trade  Unions  have  fought,  rightly  or  vnx)ngly,  and  in  the 
^ifu^ring  trades  have  fought  successfully,  for  the  principle  that 
^ttt»in  men  or  certain  unions  alone  were  entitled  to  certain  work. 
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Now  this  has  been  swept  away,  and  men  and  women  of  rival 
unions,  or  of  no  unions  at  all,  work  alongside  skilled  craftsmen. 
These  changes  are  strongly  resented  as  infringements  of  personal 
liberty,  to  which  men  are  deeply  attached." 

Historians  tell  us  that  the  people  of  England  in  old  times 
bought  their  liberties  with  hard  cash.  In  our  day  surprise  and 
-annoyance  has  been  expressed  in  some  quarters  at  the  unreadi- 
ness of  the  workmen  to  sell  their  industrial  rights.  Patriotism 
and  pelf,  they  have  been  told,  both  demanded  that  they  should 
make  no  fuss  about  such  things  :  the  one  thing  needful  to  them 
was  to  beat  the  Germans,  and  they  should  be  thankful  for  the 
high  wages  which  they  were  able  to  earn  for  doing  it  under,  and 
it  was  implied,  in  consequence  of,  the  new  system.  The  appeal 
to  patriotism  has  kept  things  going ;  the  appeal  to  pelf  has  largely 
failed. 

One  great  reason  for  its  failure  has  been,  of  course,  the  rise 
of  prices,  which  has  made  the  rise  of  wages  to  a  large  extent 
illusory  and  disappointing.  The  ordinary  person's  feelings  are 
outraged  by  any  change  in  prices  which  tells  against  him  much 
more  than  they  are  gratified  by  a  change  in  his  favour.  If  his 
wages  are  doubled  at  the  same  time  as  the  cost  of  the  things  he 
has  been  accustomed  to  buy  rise  one-half,  he  will  not  be  thankful 
for  the  actual  rise  in  his  real  wages,  but  will  be  infuriated  by 
the  belief  that  somebody  has  cheated  him  out  of  part  of  his 
rights.  Thus  even  the  large  section  of  the  working  classes  which 
has  really  so  far  without  doubt .  benefited  greatly  by  the  war 
changes  might  quite  reasonably  have  been  expected  to  be  ex- 
tremely discontented,  as  well  as  those  whose  position  was  left 
substantially  unaltered  and  those  who  have  beeiJ  actually  damaged. 
The  eight  panels  of  the  Commission  are  unanimous  in  regarding 
the  opinion  of  the  working  classes,  that  they  have  been  exploited 
by  the  rise  of  food  prices,  as  the  universal  and  most  important 
cause  of  industrial  unrest. 

The  other  great  reason  for  the  failure  of  the  rise  of  money 
wages  to  placate  the  wage-earners  has  been  the  fitfulness  of  its 
distribution.  A  community  which  would  be  quietly  contented 
with  a  10  per  cent,  rise  of  income  all  round  and  happier  still  if 
the  same  aggregate  increase  arrived  in  the  shape  of  an  equal 
instead  of  a  proportionate  addition  to  each  person's  income,  is 
likely  to  be  thrown  into  a  seething  ferment  of  discontent  by  a 
20  or  a  60  per  cent,  rise  distributed  haphazard.  The  war  changes 
have  not  only  altered  the  distribution  of  earnings  between  different 
industries,  but  have  altered  the  distribution    between   different 
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classes  of  workers  inside  each  industry  at  haphazard,  so  that 
individuals  working  in  the  saliie  shop  have  seen  their  relative 
positions  reversed.  The  dispassionate  outside  observer  sees  no 
reason  for  supposing  the  new  distribution  to  be  less  just  or  more 
unjust  than  the  old,  but  the  popular  mind  is  devoted  to  the 
doctrine  of  vested  interests  and  legitimate  expectations.  If  time 
out  of  mind  one  class  of  labour  has  earned  20  per  cent,  or  there- 
abouts more  than  some  other  class,  it  will  seem  a  cruel  injustice 
to  the  first  class  if  they  get  a  rise  of  only  15  per  cent,  while  the 
second  gets  a  rise  of  50  per  cent.,  so  that  the  new  earnings  are 
138  and  150  instead  of  120  and  100.  Nor  will  their  dissatis- 
faction be  anything  like  balanced  by  the  satisfaction  of  the  class 
w^bich  has  risen  :  this  satisfaction  will  be  alloyed  by  an  uneasy 
feeling  that  the  good  fortune  is  undeserved,  and  that  the  unlucky 
have  been  badly  used.     The  West  Midland  Commissioners  say  : 

"The  outbreak  of  the  war  found  the  craftsmen's  unions,  such 
as  the  A.8.E.,  working  mostly  on  a  time  rate  as  against  a  piece 
rate.  This  was  the  ca^e  even  where  a  piece  rate  was  applicable 
and  would  have  paid  the  men  better.  This  feature  of  Trade 
Union  policy  is  so  well  known  that  we  need  not  enlarge  on  it. 
The  war  caused  changes  which  can  be  grouped  under  three 
heads : — 

** First,  the  introduction  of  semi-skilled  and  unskilled  men 
and  women  into  work  previously  regarded  as  skilled  men's  work. 

^*  Second,  the  largely  increased  output  of  existing  processes 
giving  a  greater  earning  power  for  the  same  piece  rate,  and 

**  Third,  the  introduction  of  many  new  processes  easily  learnt 
and  yielding  a  high  wage  at  the  agreed  piece  rates.  To  this  must 
be  added  the  great  speeding-up  which  the  beginning  of  the  war 
called  out,  and  the  fact  that  it  was  very  wisely  determined  that 
piece  rates  existing  before  the  war  should  not  be  reduced.  The 
result  has  been  as  great  a  revolution  in  industry  as  any  similar 
period  has  witnessed.  The  output  has  been  vastly  increased, 
old  processes  have  been  scrapped,  and  new  and  more  eflScient 
ones  introduced.  Our  industries  stand  on  a  different  plane  from 
the  pre-war  period.  Now  the  effect  of  increased  production 
coupled  with  a  fixed  piece  rate  has  been  a  great  increase  of  the 
earning  power  of  workers  doing  repetition  work.  The  rates  were 
fixed  in  peace  time,  when  not  only  were  conditions  more  leisurely, 
but  orders  were  received  in  dozens  and  grosses  where  they  are 
now  received  in  thousands  and  tens  of  thousands.  Hence  the 
machine  can  now  be  worked  for  a  longer  productive  period,  the 
ootpnt    is    enormously  increased,  and    the  wages    earned   have 
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reached  a  height  hitherto  undreamt  of.  In  the  engineering  trade 
four  pounds  a  week  for  [a]  man  or  woman,  who  has  entered  the 
trade  since  the  war,  is  not  an  unusual  wage;  whilst  in  many 
cases  the  wage  reaches  six,  eight,  and  ten  pounds  a  week  or  even 
more,  all,  be  it  understood,  by  workers  with  no  previous  experi- 
ence. At  the  same  time  the  tool-maker  and  the  gauge-maker, 
both  skilled  men  whose  skill  is  the  basis  on  which  the  machine 
operates,  are  still  working  on  a  pre-war  rate,  plus  the  bonuses 
and  advances  received  since  the  war,  but,  taking  all  these  into 
account,  are  receiving  considerably  less  than  the  piece-worker. 

"The  result  may  be  imagined.  The  skilled  man  with  a  life's 
experience  behind  him  sees  a  girl  or  youth,  whom  perhaps  he 
himself  has  taught,  earning  twice  as  much  as  he  does.  The 
injury  to  his  self-respect  is  as  great  as  that  to  his  pocket.  His 
grievance  is  aggravated  by  the  fact  that  the  Leaving  Certificate 
system  prevents  him  from  taking  up  repetition  work  himself." 

The  Yorkshire  and  East  Midlands  Commissioners  similarly 
say:  "In  every  district  typical  instances  were  given  in  which 
unskilled  workers,  labourers,  women  and  girls,  were  earning  more 
than  double  that  of  the  skilled  men,  thus  provoking  discontent 
and  acute  unrest,  not  only  in  the  ranks  of  the  skilled  men  and 
in  their  homes  concerning  the  inadequacy  of  their  pay,  but  also  in 
the  other  grades  of  ordinary  unskilled  labour,  where  the  earnings 
of  the  workers  have  b^en  but  sUghtly  increased,  and  thus  made  a 
demand  for  higher  rates  of  pay,  such  as  would  provide  the  bare 
necessities  of  living  at  the  present  exorbitant  prices. 

"The  methods  followed  in  fixing  the  prices  for  the  piece- 
workers appear  to  have  been  of  a  very  haphazard  and  careless 
character,  arrived  at  generally  without  conference  with  those 
who  could  have  suggested  more  scientific  and  equitable  methods 
of  securing  that  the  greatest  output  could  have  been  ensured  by 
advancing  skill  and  the  employment  of  new  and  imfHroved  means 
of  production.  Unskilled  workers  in  some  factories  are  earning 
from  £10  to  £18  per  week,  and  could  easily  earn  more  but  are 
afraid  to." 

The  discontent,  which  exists  takes  the  form  of  anger  with  the 
Government,  not  in  the  sense  of  the  particular  group  of  politicians 
who  happen  to  form  the  Cabinet  or  the  Ministry,  but  the  whole 
machine.  The  Government  is  directly  employing  an  astonishingly 
large  proportion  of  the  whole  population,  and  a  large  proportion 
of  the  remainder  are  employed  by  firms  which  are  mere  puppets 
in  the  hands  of  the  Government.  We  hear  no  more  of  grand- 
motherly legislation  :  dropping  that,  the  State  has  become  the 
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Grand-employer,  and  the  employees  do  not  like  it  in  that  capacity. 
The  Commissioners  for  the  North-Eastem  ftnd  the  South- Western 
divisions,  indeed,  do  not  seem  to  have  been  much  impressed  by 
the  feeling  against  the  Government,  but  the  other  six  panels 
have  no  doubt  of  its  strength  and  importance.  The  machine  is 
regarded  as  slow,  stupid,  and  untic^stworthy  in  all  the  six  divi- 
sions. The  two  of  them  which  have  the  most  independent  life 
of  their  own — Scotland  and  Lancashire — think  it  too  remote,  and 
demand  more  local  autonomy;  but  in  the  London  area,  within 
easy  call  of  Whitehall,  there  is  but  "a  fading  confidence  in 
Government  departments,"  and  "a  distinct  opinion  amongst  both 
employers  and  workmen  that  the  Government  has  intervened  to 
a  much  greater  extent  than  is  desirable  or  useful  in  the  relations 
between  employers  and  employed '  * ;  in  the  West  Midlands  the 
distrust  of  Government  "is  both  widespread  and  deep";  in  the 
Yorkshire  and  East  Midland  division,  not  only  the  skilled  en- 
gineering and  electrical  trades,  but  members  of  a  dozen  less 
skilled  unions  "all  alike  without  a  single  exception  expressed 
distrust  in,  and  total  indifference  to,  any  promise  the  Government 
may  make,  while  some  referred  to  '  Eussia,'  and  openly  declared 
the  one  course  open  for  Labour  was  a  general  *  down  tools  '  policy 
to  secure  reforms  that  constitutional  action  was  failing  to  effect '' ; 
and  the  South  Wales  Commissioners  say :  "  An  outstanding 
feature  of  our  inquiry  has  been  the  unqualified  hostility  on  the 
part  of  witnesses,  both  on  the  men's  and  the  employers'  side,  to 
Government  interference." 

There  are  many  references  throughout  the  report  to  the  fact 
that  the  national  trade  unions  are  sharing  in  the  loss  of  popularity 
suffered  by  the  national  government.  This  is  due  in  part  to  the 
association  of  the  union  authorities  with  the  Government  in 
measures  which  have  turned  out  badly,  and  partly  to  the  greater 
appreciation,  at  a  time  of  very  rapid  movement,  of  the  slow  and 
cumbrous  nature  which  characterises  action  through  national  unions 
as  well  as  action  through  national  government.  Hence  comes  a 
{Hreference  for  shop  organisations  in  which  the  rank  and  file  can 
act  immediately  when  occasion  arises.  This  looks  like  anarchy 
to  the  old-fashioned  labour  organiser,  and  many  employers  are 
beginning  -to  look  back  with  regret  on  a  golden  age  when  labour 
leaders  were  real  gentlemen  whom  it  was  a  pleasure  to  meet,  and 
who  possessed  complete  control  over  their  followers.  The  Com- 
missioners are  ^mostly  puzzled  by  the  development,  which,  after 
all,  is  probably  only  a  step  in  the  progress  of  individual  liberty  : 
the  workers*  position  having  become  really  less  servile,  action 
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by  small  sections  in  accordance  with  their  immediate  circum- 
stances has  become  possible,  and  the  protection  afforded  by  vast 
and  cumbrous  organisations  is  less  universally  necessary. 

The  findings  of  the  Commissioners  on  the  causes  of  unrest 
seem  more  interesting,  and  likely  to  be  more  fruitful  than  their 
recommendations.  The  findings  not  only  present  a  snapshot 
picture  of  the  industrid>l  conditions  prevailing  at  the  end  of  the 
third  year  of  the  war,  which  will  be  a  cherished  possession  of  the 
future  historian,  but  also  should  greatly  assist  anyone  whose 
business  is  the  amelioration  of  those  conditions.  In  recommenda- 
tions, however,  it  can  scarcely  be  expected  that  Commissioners 
appointed  and  reporting  in  a  month  should  be  able  to  suggest 
anything  which  is  important  and  valuable  without  being  obvious. 
The  Government  of  this  country,  like  that  of  others,  has  made 
itself  a  very  uncomfortable  bed,  but  it  has  got  to  lie  on  it  till  the 
termination  of  the  night,  which,  it  is  to  be  hoped,  is  not  now 
far  distant.  By  a  little  shifting  here  and  there  the  uneasiness 
may  be  slightly  alleviated,  but  that  is  all.  So  we  find  a  very  large 
number  of  recommendations  which  differ  in  detail  and  relative 
emphasis  between  the  eight  reports,  but  which  might  be  sum- 
marised in  the  advice,  ''remove  causes  of  friction  as  far  as  possible 
and  as  quickly  as  possible  by  whatever  means  seem  to  be  locally 
desirable,  but  do  not  imagine  that  you  can  do  it  by  bresJdng 
pledges,  even  when  they  have  led  to  great  diflBculties." 

But  there  is  one  exception  to  the  general  tameness  of  the 
recommendations.  With  regard  to  food  prices,  the  eight  panels 
are  unanimous  in  thinking  that  something  must  be  done.  The 
Scotch  Commissioners  are  cautious.  They  say  that  "on  the  whole 
amongst  industrial  workers  there  is  no  serious  difficulty  in  meeting 
the  cost  of  living,  at  least  among  the  workers  engaged  in  the 
largest  industries  in  Scotland.  The  experience  of  shopkeepers 
and  co-operative  societies,  the  reduction  of  cases  in  the  Small 
Debt  Courts,  the  savings  banks  returns,  the  reports  of  Poor 
Law  authorities,  etc.,  seem  to  indicate  that,  on  the  whole,  the 
aggregate  weekly  incomes  of  industrial  workers  keep  pace  with 
the  cost  of  living."  They  hint  that  much  of  the  discontent  in 
regard  to  the  matter  is  fostered  by  misleading  statements  in  the 
Press,  and  they  only  conclude  that  it  must  be  "promptiy  dealt 
with,  in  the  direction  of  either  (a)  taking  steps  to  reduce  the  cost 
of  the  necessaries  of  life ;  or,  if  this  is  not  possible,  (6)  convincing 
the  public  that  the  prevailing  high  prices  are  inevitable,"  without 
suggesting  any  method  for  securing  either  of  these  alternatives. 
The  West  Midland  Commissioners  say  "it  is  absolutely  necessary 
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that   the  Goveriynent   should   take   immediate   steps   to   reduce 
prices  and  prevent  profiteering.     We  shall  no  doubt  be  told  that 
this  is  an  easy  thing  to  say  but  diflScuIt  to  do.    We  are,  however, 
not  concerned  to  find  a  remedy,  which  is  the  business  of  the  Food 
Controller,  but  we  are  concerned  to  point  out  that  the  present 
uncertainty  and  confusion  are  doing  untold  mischief,  and  that 
the  question  should  be  tackled  at  once  in  a  resolute  manner." 
The  London  Commissioners  recommend  a  simple  fixing  of  maxi- 
mum prices,  and  the  North-Eastem  and  the  Yorkshire  Commis- 
sioners do  the  same,  but  add  that  Exchequer  assistance  must  be 
given   where  necessary.     The  remaining  three  panels  show   a 
little  more  appreciation  of  the  problem.    The  South  Wales  panel 
tried  to  find  out  "who  and  what  causes  are  really  responsible  for 
the  great  increase  in  the  cost  of  our  food  supplies,"  but  found 
themselves  "largely  baffled"  in  their  efforts,  though  they  had 
to  "exonerate"  retailers,  shipqwners,  and  bakers.     It  was  "sug- 
gested" to  them,  and  they  were  "inclined  provisionally  to  adopt 
the  view,  that  th«  major  part  of  the  increased  cost  of  food  is  due 
in  part  directly  and  in  part  indirectly  to  the  destruction  of  tonnage 
by  enemy  submarines."    To  show  the  effect  of  this  destruction 
they  point   out  that   25  per   cent,  insurance    on   a   ship  worth 
£160,000  with  a  cargo  insured  at  £50,000,  total  ^9200,000,  is 
100  per  cent,  on  the  cargo.     They  think  it  wrong  that  the  loss 
should  fall  upon  the  consumers  of  food,  and  that  it  ought,  instead, 
to  be  "met  and  provided  for  in  the  same  way  as  all  expenditure 
directly  incurred  in  prosecuting  the  war."    That  is,  by  an  imme- 
diate increase  of  taxation  or  by  an  increase  of  borrowing  with 
greater  taxation  to  follow,  but  the  panel's  only  suggestion  for 
new  taxation  is  that  "all  excess  profits  derivable  from  the  sale 
and  distribution  of  commodities  for  home  consumption  should 
be  appropriated  by  the  State."    They  seem  v^ry  much  pleased 
with  this  proposal  to  abolish  "the  incentive  to  charge  inflated 
prices  for  such  commodities,"  while  leaving  the  merchant  with 
a  20  per  cent,  of  excess  profits  inducement  to  serve  the  foreigner 
rather  than  the  home  consumer.    When  he  sells  to  the  foreigner 
this  panel,  consisting  of  Messrs.  Lleufer  Thomas,  Thomas  Evans, 
and  Vernon  Hartshorn,  who  vaunt  their  absolute  unanimity,  take 
us  clean  back  to  the  beginning  of  the  seventeenth  century  by 
lauding    his    operations  as  "the  bringing  of    wealth    into  this 
country."    On  page  36  they  place  the  phrase  "to  bring  wealth 
into  the  country  "  in  inverted  commas  :  the  quotation  might  be 
originally  from  Mun's  "England's  Treasure  by  Forraign  Trade,'' 
but  the  context  suggests  that  it  haa  been  taken  immediately  from 
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some  twentieth  century  Cardiff  shipowner.  Other  proposals  of 
this  panel  are  that  the  Government  should  '*  stamp  out  all  pro- 
fiteering **  in  food,  buy  all  imported  food  supplies  as  near  as 
possible  to  the  point  of  iwroduction,  and  fix  the  prices  to  be  charged 
by  the  wholesaler,  the  middleman,  and  the  retailer,  while  "in 
the  event  of  its  proving  impracticable  to  bring  about  a  substantial 
reduction  in  the  cost  of  living,  wages  in  all  the  lower-paid  in- 
dustries **  should  "be  increased  proportionately  to  the  increase  in 
the  cost  of  living.** 

So  far  we  can  trace  no  recognition  of  what  seems  the  very 
obvious  fact  that  if  there  is  less  to  eat  somebody  must  eat  less, 
and  that  the  real  problem  is  how  to  distribute  the  inevitable 
hunger  in  the  manner  which  will  cause  least  suffering  on  the 
whole.  The  Commissioners  insist  on  regarding  high  prices  not 
as  an  incentive  to  greater  i»:oduction  and  importation  and  a  dis- 
couragement to  wafite  and  lavish  use,  but  as  if  prices  were  them- 
selves the  root-cause  of  the  trouble,  and  must  be  beaten  down 
without  thought  of  the  effect  of  their  suppression.  If  they  cannot 
be  so  beaten  down,  the  South  Wales  panel  add,  the  lower-paid 
classes  of  the  population  must  be  given  as  much  money  as  will 
enable  them  to  buy  as  much  of  the  commodities  as  they  used 
to  buy,  in  spite  of  the  shortage ;  that  this  (as  Malthus  showed  in 
1801  in  his  pamphlet  on  "The  High  Price  of  Provisions  ")  must 
cause  a  further  enormous  rise  in  prices,  and,  if  the  principle  be 
followed  out,  a  further  and  more  extended  application  for.  increase 
of  money  wages  followed  by  another  rise  of  prices,  and  so  (m, 
ad  infinitum,  does  not  occur  to  this  panel. 

The  South-Western  report,  which  bears  the  signatures 
William  W.  Mackenzie,  Alfred  Booth,  and  T.  Chambers,  attri- 
butes the  rise  of  prices  to  the  inflation  caused  by  the  Government 
relying  too  much  on  loans  and  "too  little  on  taxation  designed 
to  check  unnecessary  consumption,  and,  latterly,  to  the  actual 
shortage  of  supplies."  The  only  way  to  stop  further  inflation 
and  the  rise  of  prices  resulting  from  it  is  to  raise  more  by  taxa- 
tion ;  the  taxation  thought  of  seems  to  be  increase  of  income  tax 
and  super  tax.  To  get  rid  of  the  shortage,  losses  by  submarine 
must  be  diminished  and  more  ships  built.     The  report  continues  : 

"Inflation  and  real  shortage  inevitably  produce  conditions 
favourable  to  what  is  commonly  called  profiteering,  which  is 
really  only  a  symptom  of  the  disease  from  which  we  are  suffering. 
Treatment  of  the  symptom  may  produce  some  alleviation,  but 
cannot  effect  a  cure.  The  danger  of  fixing  prices  for  any  com- 
modity is,  of  course,  that  the  supply  may  cease.    The  general 
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rule,  therefore,  should  be  not  to  fix  prices  unless  the  whole  supply 
is  controlled.  When  this  can  be  done  the  control  should  extend 
from  the  field  of  production  to  the  shop-counter,  and  intermediate 
charges  should  be  limited  to  a  fair  remuneration  for  services 
rendered.** 

This  gets  nearer  the  kernel  than  the  other  reports.  It  recog- 
nises that  the  high  prices  are  partly  caused  by  people  having 
mcH'e  money  to  lay  out  (owing  to  the  inflation),  and  partly  by 
there  being  a  less  quantity  of  commodities  available  for  sale,  and 
also  that  the  high  prices  encourage  supply.  But  it  does  not 
squarely  face  the  fact  that  the  inflation  portion  of  the  rise  in  the 
price  of  the  more  necessary  articles  comes  particularly  from  the 
increased  money  means  of  the  working  classes;  an  increase  of 
money  means  in  the  hands  of  the  wealthy  does  not  lead  to  any 
ai>preciable  increase  in  the  demand  for  and  price  of  the  "neces- 
saries of  life** — it  leads  almost  exclusively  to  increase  in  the 
demand  for  and  price  of  luxuries  and  of  articles  in  which  the 
money  of  the  saving  rich  is  "invested,**  or  "capital  goods,**  as 
they  are  sometimes  called.  Consequently  the  South- Western 
Commissioners  rather  weaken  their  case  for  more  taxation  when 
they  suggest  increase  of  income  tax  and  super  tax,  coupled  with 
greater  allowances  for  families,  which  is  presumably  what  is  meant 
by  "a  comprehensive  reform  with  regard  to  the  treatment  of 
family  incomes  '* ;  it  is  not  taxation  of  those  with  the  largest,  but 
those  with  the  smallest,  margins  over  absolutely  necessary  ex- 
penditure which  will  most  tend  to  reduce  the  prices  of  necessaries. 
Further,  while  observing  that  price  calls  forth  supply,  the  report 
fails  altogether  to  notice  that  it  alsp  arranges  for  the  distribution 
of  the  commodity  priced.  When  a  commodity  is  sold  for  what 
it  will  fetch,  each  of  a  number  of  persons  buys  as  much  of  it 
as  he  wants  at  that  price,  and  there  is  enough  to  go  round ;  when 
it  is  sold  compulsorily  for  something  below  that  price,  people 
want  (at  the  new  Government  price)  more  than  there  is,  and  there 
is  no  longer  enough  to  go  round,  in  the  sense  of  each  person 
getting  as  much  as  he  asks  for.  Even  the  populace  is  beginning 
to  say  :  "It's  a  queer  thing  that  whenever  the  Controller  fixes 
the  price  of  anything  you  don't  seem  able  to  get  it.'*  It  is  not 
that  everybody  does  not  get  it,  but  that  some  do  not.  Those  who 
get  it  are  those  who  arrive  first  to'  take  their  places  in  the  queue, 
those  who  are  most  in  favour  with  the  seller  because  they  buy 
plenty  of  other  things,  those  who  make  no  complaint  of  quality, 
and  so  on.  The  distribution  resulting  from  the  ordinary  working 
of  unrestricted  prices  is  undoubtedly  bad  in  enabling  the  rich  to 
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buy  more  than  the  poor  with  equal  wants,  but  it  is  good  in 
enabling  persons  of  equal  means  to  obtain  the  unequal  quantities 
required  to  give  equal  satisfaction  to  their  unequal  wants.  Those 
who  wish  to  do  away  wi?h  it,  therefore,  should  first  devise  some- 
thing better  to  take  its  place. 

The  North- Western  Commissioners  alone  among  the  eight 
panels  have  grasped  this  truth.  They  have  not  got  it  from  the 
elementary  economic  text-books,  but  from  the  hard  teaching  of 
experience  furnished  especially  by  the  Government  treatment  of 
sugar,  about  which  they  quote  with  evident  approval  the  opinion 
of  witnesses  that  the  real  value  of  the  experiment  is  as  "an 
example  of  how  not  to  do  it."  Having  complete  control  over 
the  distribution  of  sugar,  and  having  less  to  divide  than  the  people 
had  been  accustomed  to,  what  did  the  Government  do?  It  might, 
of  course,  have  soU  the  diminished  quantity  for  what  it  would 
fetch.  A  very  large  sum  of  money  would  have  been  raised  by  this 
course,  and  that  would  have  reduced  the  necessity  of  borrowing. 
Complaints  of  profiteering  would  have  been  less,  because,  while 
they  could  not  have  been  made  with  regard  to  sugar,  the  increase 
in  the  amount  of  the  money  means  of  the  people  absorbed  by  the 
purchase  pf  sugar  would  have  diminished  the  amount  of  money 
they  could  offer  for  other  things,  and  thereby  tended  to  keep  prices 
down.  So  far  as  people  of  equal  means  are  concerned,  the  dis- 
tribution would  have  remained  just  as  good  as  in  ordinary  times, 
the  higher  price  simply  tending  to  cut  off  waste  and  the  least 
necessary  consumption.  So  far  as  rich  (with  whom  for  this 
purpose  must  be  lumped  their  indoor  servants)  and  poor  are  con- 
cerned, there  is  at  any  rate  very  little  reason  for  assuming  that 
the  distribution  would  have  been  materially  worse  than  in 
ordinary  times.  Some  wealthy  persons  no  doubt  would  have  gone 
on  buying  as  much  as  before,  thus  leaving  a  smaller  proportion 
of  the  diminished  quantity  to  the  rest  of  the  people.  But  where 
is  the  evidence  that  this  alteration  would  have  been  of  any  appre- 
ciable magnitude?  It  is  too  often  forgotten  that  while  it  is 
easier  for  the  rich  to  continue  to  buy  their  accustomed  quantity 
of  a  commodity  which  has  become  more  expensive  than  it  is  for 
the  poor,  it  is  also  easier  for  them  to  reduce  their  consumption 
than  it  is  for  the  poor.  Kesults  will  be  different  in  the  case  of 
different  commodities ;  so  far  as  sugar  is  concerned,  it  seems  highly 
probable  that  the  reduction  of  consumption  owing  to  the  pressure 
of  high  price,  coupled,  as  it  would  have  been,  with  appeals  to 
patriotism,  would  have  been  somewhat  greater  among  the  people 
of  more  than  the  average  income  taken  as  a  whole  than  among 
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those  below  that  level,  so  that  the  poor  would  have  had  a  larger 
proportion. 

The  Government  did  not  take  that  line,  nor  does  it  occur  to 
the  North- Western  Commissioners  as  a  possibility.  The  plan 
adopted  was  to  hand  out  the  sugar,  at  a  price  much  below  what 
it  would  have  fetched,  to  grocers  in  the  proportions  in  which  the 
total  was  divided  just  before  tlie  war,  and  to  insist  on  their  selling 
it  at  retail  prices  corresponding  to  the  wholesale  prices  charged 
by  the  Government.  It  is  characteristic  of  the  British  Govern- 
ment to  forget  the  possibility  of  change,  and  to  ignore  it  when 
it  actually  occurs.  The  distribution  was  already  out  of  date  when 
it  came  into  force,  and,  of  course,  became  rapidly  more  and  more 
80.  In  the  great  changes  caused  by  the  war  there  was.  much 
shifting  of  population ;  the  areas  with  an  increase,  which  were 
predominantly  areas  producing  urgently  required  munitions,  were 
obviously  much  worse  served  with  sugar  than  the  areas  which 
had  been  denuded  of  a  large  portion  of  their  population.  But  this 
was  not  the  only  worsening  of  distribution.  The  Government 
had  indeed  ordered  the  grocers  to  sell  at  prices  far  below  what 
the  sugar  would  fetch,  but  it  had  given  them  no  guidance  on  the 
question  to  whom  to  sell  and  in  what  proportions.  OflBcials  and 
politicians  might  believe  in  the  rule  of  "as  in  1913  **  being  applied 
to  1915  and  later  years,  but  grocers  are  more  in  touch  with  life, 
and  were  not  likely  to  suppose  that  they  could  deal  out  sugfir 
on  that  principle  to  a  population  undergoing  a  shifting  unexampled 
in  modern  history.  The  ordinary  grocer  could  not  put  his  cus- 
tomers on  equal  rations  for  two  reasons.  In  the  first  place,  he 
had  generally  no  knowledge  and  no  effective  means  for  acquiring 
knowledge  of  the  exact  number  of  his  customers  and  their  house- 
holds. Secondly,  even  if  he  had  that  knowledge,  he  could  not 
enforce  equal  rations  unless  he  refused  all  new  customers  :  a 
grocer  who,  himself  rationed  "as  in  1913  "  by  the  Government, 
gave  equal  amounts  to  all  customers  would  be  compelled  to  reduce 
the  ration  every  day  as  the  news  spread  and  his  customers  daily 
increased  in  number.  The  co-operators,  who  are  a  slightly  more 
exclusive  body  than  the  customers  of  an  ordinary  grocer,  seem 
to  have  tried  this  plan,  and  to  have  had  a  great  increase  in  mem- 
bership, with  the  result  that  their  equal  ration  has  apparently 
fallen  below  the  per  capita  amount  available  for  the  whole  popula- 
tion. It  is  easy  to  go  to  a  new  grocer,  and  not  very  diflScult  to 
i<Hn  a  co-operative  society,  while  continuing  to  buy  from  your 
original  grocer. 

The  course  actually  adopted  by  the  grocers  was  the  best  open 
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to  them  in  the  circumstances,  both  in  their  own  interest  and  in 
that  of  the  public.    Being  compelled  to  become  the  agents  of  the 
Government  in  giving  away  sugar  for  less  than  it  would  fetch, 
they  "gave  it  away  with  a  pound  of  tea/*  sometimes  in  the  literal 
sense  of  that  expression,  but  more  often  simply  by  being  accom- 
modating or  otherwise,  according  as  the  would-be  purchaser  of 
sugar  was  in  respect  of  other  things  a  customer  whom  it  was 
desirable  to  placate.    That  thi9  was  the  best  plan  in  the  interest 
of  the  grocer  is  obvious.     Debarred  by  law  from  charging  more 
than  the  fixed  price  for  sugar,  he  yet  succeeded  in  enlarging  his 
profits  as  a  whole  by  using  the  Government  gift  (provided  at  the 
expense  of  the  taxpayers)  in  such  a  way  as  to  make  him  able 
to  deal  .on  more  favourable  terms  with  his  customers  in  respect 
of  other  goods,  and  he  was  only  partially  deprived  of  these  in- 
creased gains  by  the  excess  profits  tax.    To  the  public  the  jdan 
was,  of  course,  less  satisfactory.     The  North- Western  Commis* 
sioners  are  right  in  condemning  it.     They  might  well  have  pointed 
out,  not  only  that  it  was  bad,  but  that  it  was  much  worse  than 
the  ordinary  practice  of  selling  sugar  for  what  it  will  fetch.     The 
consumers  as  a  whole,  taking  indirect  payments  into  account, 
paid  just  as  much  money  for  their  sugar  as  they  would  have  done 
under  unrestricted  prices,  and,  in  addition,  endured  a  large  amount 
of  inconvenience  and  annoyance,  while  the  distribution  of  the 
burden  of  the  shortage  was  considerably  worse  than  it  would  have 
been  under  restricted  prices.     The  wealthy  had  just  as  much 
advantage  as  usual,  for,  ceteris  paribus ^  the  wealthy  purcBaser 
is  the  one  whom  the  retailer  finds  it  pay  best  to  placate.    The 
pushing  and  unscrupulous  of  all  ranks,  with  their  greater  readi- 
ness to  exaggerate  their  claims  and  put  pressure  on  their  grocer 
or  grocers,  were  given  an  unusual  advantage.    All  this  was,  of 
course,  on  the  top  of  the  inequality  of  local  distribution  arising 
from  the  Procrustean  pre-war  standard. 

But,  in  the  circumstances,  could  the  grocers  have  served  the 
public  better?  The  popular  idea  seems  to  have  been  that  every 
grocer  should  have  sold  to  any  purchaser  whatever  amount  of 
sugar  that  purchaser  chose  to  profEer  the  Government  price  for, 
and  occasionally  some  simple-minded  individual  called  a  police- 
man to  his  assistance,  and  demanded  that  he  should  compel  the 
shopkeeper  to  hand  over  the  required  sugar.  There  was  a  resolute 
determination  not  to  face  the  fact  that  at  the  Gt)vernment  price 
the  sugar  would  not  go  round,  so  that  the  adoption  of  the  prin- 
ciple that  the  grocer  must  sell  meant  the  adoption  of  the  queue 
system  of  distribution,  under  which  first-comers  get  as  much 
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as  they  ask  for  and  late-comers  get  none  at  all,  except  by  begging 
OT  buying  from  tHe  more  fortunate  first-comers.  The  Devonport 
administration  did  not  see  much,  but  it  did  see  this,  and  there- 
fore refused  to  yield  to  the  popular  clamour  in  favour  of  com- 
pulsory sale.  It  was,  however,  quite  unable  to  suggest  any  better 
plan  to  the  grocers  than  that  which  they  had  adopted,  and  this 
inability  was  shared  by  all  its  critics  without  exception.  The 
grocers  had  in  fact  restored  the  rule  of  market  price  as  nearly  as 
they  coald  under  the  regulations,  and  it  was  the  best  they 
could  do. 

The  Grovemment  scheme  for  sugar  was  no  doubt  adopted  not 
to  secure  an  improved  distribution  of  sugar,  but  an  improved 
public  temper.  In  this,  as  everyone  knows,  it  failed  egregiously. 
The  North- Western  Commissioners  conclude  their  indictment  ,of 
it  with  the  words  :  "If  during  the  coming  winter  other  necessaries 
'ot  life  are  controlled  and  distributed  in  a  like  manner  the  position 
would,  in  our  opinion,  become  very  dangerous.'* 

They  proceed  to  propose  the  scheme  for  improved  regulations 
which  has  since  become  familiar  owing  to  its  adoption  by  the 
Government.  Under  it  the  housewife  will  no  longer  be  able  to 
run  from  grocer  to  grocer  buying  half-a-pound  here  and  half-a- 
pound  there  along  with  other  things.  She  is  to  be  tied  to  a 
single  grocer  (individual  or  co-operative  society)  for  sugar;  on^ 
the  other  hand,  the  grocer  chosen  must  give  her  the  quantity  to 
which  the  number  of  persons  she  is  registered  as  buying  for 
entitles  her  to  claim.  Under  this  system  the  gift  intended  to 
be  made  by  the  taxpayers  (o  the  sugar  consumers  will  no  longer 
be  intercepted  by  the  grocers  and  partially  restored  to  the  tax- 
payers by  the  excess  profits  tax.  It  will  really  reach  the  sugar 
consumers,  and  the  taxpayers  will  recover  nothing,  but  have  to 
pay  the  considerable  cost  of  administering  the  somewhat  indis- 
criminate charity. 

Whether  the  new  plan  is  a  good  or  a  bad  one  is  of  enormous 
importance,  if  the  war  continues,  because  the  North- Western 
Commissioners  regard  it  as  applicable  not  only  to  sugar,  but  to 
all  necessaries  of  life,  and  certain  details  in  the  sugar  registra- 
tion forms  certainly  suggest  that  Government  contemplates  the 
possibility  of  using  the  sugar  registration  for  other  commodities. 
We  may  well  doubt  whether  the  confidence  of  the  North- Western 
Commissioners  is  not  somewhat  blind. 

Id  the  first  place,  it  seems  that  they  rate  too  low  the  diffi- 
culties arising  from  the  elasticity  of  households.  Already  (in 
September,  1917)  some  of  these  are  beginning  to  be  realised  by 
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the  housewife  who  thinks  of  her  guests  and  bei  day-girl 
on  tlie  other  hand,  of  meals  taken  outside  the  home  by  her  hi 
or  her  sons  and  daughters,  and  we  begin  to  wonder  whet' 
plan  is  really  better  than  the  much  more  exact  (j^nm 
system.  Later  on  it  will  probably  be  discovered  that  tb 
elasticity  of  households  has  led  to  much  overlapping  w^ 
quent  double-reckoning  of  individuals.  What  statistici 
trust  a  census  in  which  the  householder  was  promi&edVi&l 
of  sugar  per  week  at  a  low  price  for  every  person  he  < 
his  schedule?  The  "British  Sugar  Censua  of  mi ''  ' 
find  a  place  in  future  manuals  of  statistics  as  an  i 
inaccuracy  induced  by  bias.  Moreover,  the  longer 
remains  in  force  the  worse  it  will  get.  Arrivals  an 
is  it  to  be  weanings?)  are  sure  to  find  their  way  into 
while  deaths  and  departures  will  be  less  promptly  an 
recorded.  Thus  the  rule  of  equal  division  will  be 
good  many  and  very  undesirable  exceptions. 

Secondly,  neither  the  North- Western  Commissi! 
one  else  seem  to  have  made  any  study  of  the  qw< 
equality  of  division  applied  for  the  duration  of  1 
distribution  of  a  few  of  the  necessaries  of  life,  es 
separately,  will  really  be  a  better  distribution  th 
tion  which  results  from  free  purchases  at  nm 
It  is  an  economic  commonplace  that  greater  eq\: 
tribution  of  income  is  desirable,  but  that  is  onb 
equality  of  income  would  mean  a  nearer  approa 
according  to  needs,  which  is  the  true  principle, 
ance  of  the  commonplace  does  not  inaply  acce^ 
position  that  complete  equality  introduced  sudc 
for  a  limited  period  only  is  desirable. 

The  proportions  in  which  familieB  of   eq\i 
different  "necessaries  of  life"   are   very    diff< 
times  they  distribute  their  expenditure  among 
saries  in  the  way  which  seems  best,   some 
some  more  meat  or  milk,  and  bo  on.      £y  eq 
variety  is  done  away  with;  each    lionseliol^ 
amount  per  head  of  each  commodity  ;    alio 
occupation,  and  other  things  can    only    be 
culty.    An  immense  disorder  is   tlins    intrc  : 
economy,  and,  unless  the  aggregate   to  be     I 
smaller  than  usual,  much  waste    is    likely 
with  any  experience  of  fairly  liberal   eqna     i 
admittedly  bad  result  is  supposed  to  be  mo: 
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by  the  improvement  in  the  distribution  between  families  of  very 
aneqnal  means,  between  ''rich  and  poor/ 'as  it  is  commonly  put 
in  popular  phraseology  by  those  who  think  that  because  the  rich 
ire  consfHcuouB  and  their  habitations  occupy  a  good  deal  of  the 
area  of  cities  they  must  consume  a  very  large  proportion  of  the 
necessaries  of  life,  so  that  it  will  be  an  important  alleviation  of 
the  suffering  of  their  poorer  fellow-citizens  if  such  part  of  their 
consumption  of  necessaries  as  is  over  and  above  the  average 
consumption  is  cut  off  from  them  and  divided  among  those  who 
have  less  than  the  average.    But  this  belief  is  unfounded ;  whether 
we  include  indoor  servants  with  the  "rich"  or  not,  their  excess 
consumption  of  most  of  the  necessaries  which  can  be  weighed 
out  in  equal  rations  is  insufficient  in  the  aggregate  to  make  any 
important  difference  to  the  very  much  more  numerous  "poor." 
Of  some  necessary  commodities,  notably  bread,  the  per  capita 
consumption  of  the  rich  is  actually  less  than  that  of  the  poor, 
and  the  cynical  observer  is  tempted  to  suggest  that  perhaps  this 
is  the  reason  why  bread  is  usually  the  first  thing  to  which  the 
role  of  equal  rations  is  applied — the  poor  lose  by  it  I     There  is 
certainly  one  great  example  of  a  necessary  of  which  the  excess 
consumption  by  the  rich  forms  an  important  aggregate,  namely, 
fuel.     But  it  is  a  striking    fact    that    here    the    undesirability 
of  introducing  equal  distribution  suddenly  and  for  a  limited  period 
has  been  sufficiently  obvious  to  induce  the  British  Government 
in  rationing  London  for  coal  to  adopt  the  principle  not  of  equal 
division  per  head,  but  of  division  according  to  number  of  rooms 
occupied,  which,  of  course,  varies  with  means  as  well  as  with 
numbers  of  persons  in  the  household. 

While  compulsory  rationing  on  any  (Hrinciple  is  probably 
inferior  to  the  voluntary  rationing  enforced  by  rise  of  price,  we 
need  have  little  doubt  that  the  sugar  scheme  sketched  by  the 
North- Western  Commissioners  and  adopted  by  the  Government 
is  a  better  one  than  the  Ehondda  plan  of  lowering  the  prices 
d  bread  and  meat,  while  leaving  the  restriction  of  consumption 
to  the  War  Savings  Committee's  exhortations  and  trusting  the 
distribution  of  the  bread  and  meat  to  chance.  The  bakers  and 
the  butchers,  not  selling  such  a  multitude  of  things  as  the  grocers, 
are  not  in  a  position  to  put  a  check  on  the  demand  for  bread  and 
meat  of  the  kind  imposed  by  the  grocers  in  the  case  of  sugar  under 
the  Devonport  rigime,  and  at  present  (September)  it  remains  to 
be  seen  whether  they  can  devise  some  other  check.  If  not,  we 
may  expect  to  see  bread  and  meat  added  to  the  sugar  scheme, 
the  difficulties  of  which  will  be  thereby  much  intensified. 
No.  108.— VOL.  xxvn.  i  i 
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Possibly  the  sugar  scheme  may  do  good  by  forcing  people  to 
accept  the  truth  of  the  proposition  that  you  cannot  fill  eight 
pint  pots  out  of  a  can  which  holds  less  than  a  gallon.  Even  if 
there  are  a  considerable  number  of  deadheads  on  the  register,  it 
will  still  be  very  obviously  true  that  the  ration  will  depend  on 
the  total  to  be  divided  and  the  number,  including  deadheads, 
among  whom  it  is  to  be  divided.  At  present  there  is  a  continual 
mixing  up  of  deficiencies  arising  from  unequal  distribution  with 
deficiencies  arising  from  the  smallness  of  the  total.  Even  the 
Commissioners  sometimes  fall  into  this  confusion.  The  North- 
Eastern  panel  want  staple  commodities  to  be  "procurable**  at 
fixed  prices,  which  is  clearly  just  what  they  cannot  be,  if,  as  is 
of  course  implied,  the  fixed  prices  are  below  the  prices  which  will 
just  make  the  commodity  go  round.  The  North- Western  panel 
say  that  "the  Wholesale  Co-operative  Society,  which  deals  in  one 
year  with  174,000  tons  of  sugar  to  the  value  of  £6,000,000,  has 
not  received  sufificient  rations  to  distribute  to  its  working-class 
members  and  their  dependents,  who  number  over  12,000,000." 
The  charitable  reader  will  take  "sufficient  rations  *'  here  to  mean 
the  amount  which  the  Wholesale  ought  to  have  received,  having 
regard  to  the  quantity  to  be  divided,  so  that  the  rest  of  the  people 
must  have  had  more  than  they  ought.  But,  no,  the  report  goes 
on  :  "  Unorganised  consumers  have  been  even  worse  off,  because 
they  have  been  left  to  look  after  themselves." 

Edwin  Cannan 
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POLICY. 

It  is  not  a  sufficient  or  satisfactory  treatment  of  the  economics 
of  the  agricultural  question  to  dismiss  the  proposed  Government 
stimulus  to  the  ploughing  up  of  grass  land  as  a  war  measure,  and 
therefore  of  no  particular  interest  from  the  point  of  view  of  economic 
theory.  Many  of  the  war  measures  which  have  been  taken  or 
which  are  proposed  are  distinctly  stimulating  to  economic  thought, 
and  this  particular  proposal  is  not  the  least  interesting.  It  involves 
the  consideration  of  questions  which  are  more  permanent  than  the 
immediate  crisis  which  has  brought  them  to  the  front.  It  should 
be  the  function  of  the  economist  to  examine  more  closely  than 
perhaps  the  practical  politician  need  do,  the  underlying  principles 
on  which  turn  the  pros  and  cons  of  the  policy. 

There  is  no  need  to  repeat  the  familiar  statistics  as  to  the 
decline  in  the  acreage  of  arable  land  in  this  country.  The  fall  in 
the  price  of  wheat  and  other  grains  consequent  upon  development 
of  cheap  transport,  combined  with  the  growing  demand  for  labour 
in  mines,  railways,  the  building  trade  and  manufacturing  in- 
dustries, and  the  growing  demand  for  milk  naturally  led  farmers 
to  readjust  their  methods  of  production.  To  a  certain  extent  no 
doubt  they  took  the  initiative  in  discharging  labourers,  but  in  the 
main  the  movement  was  of  younger  men  to  industries  offering 
better  wages.  If  we  take  a  long  period  of  years  there  is  no  doubt 
that  agricultural  wages  rose  and  the  labourers  were,  in  the  main, 
not  thrown  out  of  work  in  circumstances  causing  them  to  lower 
their  standard  of  living,  although  this  result  may  have  occurred 
temporarily  in  some  districts.  Looking  at  the  change  broadly, 
the  economist  sees  on  the  whole  a  beneficial  improvement  in  the 
productivity  of  labour.  The  object  of  agricultural  businesses,  as 
of  other  businesses,  is  to  get  as  large  a  product  as  possible  per 
person  working  rather  than  per  acre  of  land  cultivated.  Judged 
by  this  test  the  British  farmer  may  claim  to  have  been  fairly 
successful.  If  we  take  the  figures  recently  publisjied  by  Mr. 
T.  H.  Middleton  in  his  pamphlet  on  "The  Eecent  Development  of 
German  Agriculture,"  it  is  true,  as  Mr.  Hawtrey  has  pointed 
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out,^  that  on  the  figures  given  British  agriculturists  produce  more 
per  person  working  than  do  German  agriculturists.  Supple- 
menting Mr.  Hawtrey's  remarks  it  may  be  said  that,  taking  only 
persons  permanently  employed  it  appears  that  in  British  agricul- 
ture each  person  employed  produces  food  for  rather  more  than  ten 
persons ;  in  German  agriculture  each  person  produces  food  for  not 
quite  six  persons.  Thus  British  productivity  has  an  advantage  of 
70  per  cent.  If  we  make  allowance  for  the  greater  number  of 
women  employed  in  Germany  by  reckoning  a  woman's  labour 
equivalent  to  7  of  a  man's,  and  count  each  temporarily  employed 
person  as  one-fifth  of  a  person,*  the  British  still  have  an  advantage 
of  64  per  cent.  Further,  it  must  be  remembered  that  the  food 
produced  in  this  country  is  mainly  of  better  quality  than- in  Ger- 
many, consisting  as  it  does  largely  of  beef,  mutton  and  wheat  as 
against  veal,  pork,  rye  and  potatoes. 

That  the  policy  of  putting  land  under  grass  does  not  necessarily 
imply  want  of  enterprise  and  ability  may  be  inferred  from  the 
obvious  connection  which  exists  between  the  proportion  of  grass 
land  and  the  rainfall.*  Grass  increases  as  one  goes  from  East  to 
West,  simply  because  in  the  wetter  districts  grass  grows  well  and 
arable  cultivation  is  rendered  difficult,  especially  at  critical  seasons 
in  the  autumn  and  spring.  This  climatic  influence,  it  may  be 
conjectured,  has  a  good  deal  to  do  with  the  relatively  high  joopor- 
tion  of  arable  land  in  Denmark  and  North  Germany,  where  the 
rainfall  is  very- moderate,  especially  in  spring,  when  compara* 
tively  dry  weather  is  needed  for  preparing  the  seed  bed  and 
drilling  in  the  seeds. 

It  is  stated,  however,  by  experts  that  arable  cultivation  yields 
much  more  net  food  per  acre — at  least  twice  as  much,  according 
to  Mr.  A.  D.  Hall  *— and  that  it  may  be  accompanied  by  much 
larger  yields  of  milk  and  meat  per  acre  than  can  be  obtained 
from  grass  land,  if  those  products  are  especially  required. 

Is  there,  then,  any  conflict  between  the  individual  interests 
of  farmers  and  the  interests  of  the  nation  as  a  whole? 

1  Economic  Journal,  March,  1917,  p.   144. 

2  Before  the  war  about  a  million ^Rnssiana  and  Poles  used  to  come  to  work 
on  the  land  in  Germany  from  June  to  the  end  of  NoTember  each  year.  It  is 
not  clear  from  the  figures  whether  the  method  of  compiling  the  statistics  would 
result  in  each  of  these  men  being  counted  several  times,  when  working  for 
different  farmers.  If  this  is  not  the  case,  one-fifth  is  too  smaU  a  ratio,  and 
German  productivity  per  head  would  be  less  than  in  the  calculation  above. 
The  great  assistance  which  this  large  supply  of  cheap  labour  provided  for  th^ 
German  agriculturist,  at  the  time  when  it  was  iaoBt  needed,   should  not  bo 

^  overlooked. 

3  On  this  vide   Hall,  A   Pilgrimagt  of  British  F arming ^  pp.    155-6. 

4  Agriculture  after  the  War,  Ch.  3. 
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That  is  a  question  belonging  to  the  domain  of  Political 
Economy,  on  which  the  agricultural  expert,  as  such,  is  not  neces- 
sarily a  good  judge,  though  his  contribution  towards  the  considera- 
tion of  the  question  is  important. 

The  submarine  has,  of  course,  introduced  a  new  factor  into 
the  problem,  and  given  a  reason  for  action  which  resolves  many 
peofde's  doubts.  It  is  important,  however,  to  consider  whether, 
in  taking  steps  to  promote  an  enlargement  of  the  arable  area,  the 
State  is  entering  upon  a  costly  undertaking  for  insurance  against 
war  contingencies,  or  whether  the  war  has  merely  brought  to  a 
head  a  question  which  in  any  event  might  reasonably  have  been 
tackled  and  whether  any  real  cost  may  be  expected  at  all.  In 
other  words,  leaving  war  out  of  consideration,  is  there  not  a 
case  for  some  action  by  the  State  to  induce  farmers  to  adopt 
a  system  which  produces  more  food  withiu  the  country  and  which 
gives  empbyment  to  a  larger  number  of  men  on  the  land? 

That  many  more  men  would  be  employed  if  more  land  were 
ploughed  is  commonly  taken  for  granted.  It  may  be  well,  how- 
ever, to  be  cautious  in  assuming  that  this  effect  would  be  as  great 
as  is  sometimes  supposed.  According  to  Mr.  HallS  about  "100 
acres  of  arable  land  will  employ  as  many  as  four  men,  while  200 
or  300  acres  of  grazing  can  be  looked  after  by  a  single  man."  An 
examination  of  the  statistics  of  England  and  Scotland  suggests, 
however,  that  in  actual  practice  there  must  be  more  men  em- 
ployed in  connection  with  grass  land  than  the  above  figures  sug- 
gest. The  following  table  gives  the  results  of  some  calculations 
for  particular  counties.  The  "workers  "  counted  (from  the  cen- 
sus of  1911)  are  the  farmers  and  their  relatives,  labourers  (cattle- 
men, horsemen,  and  general),  bailiffs  and  foremen,  shepherds, 
machine  proprietors  and  attendants.  Other  classes,  such  as  gar- 
denerSy  market-gardeners,  woodmen,  dealers,  nurserymen,  clerks, 
have  been  excluded.  Women  have  been  included,  reckoning 
each  as  equivalent  to  7  of  a  man.  They  are  important  in  Scot- 
land. 

Column  3  shows  that  both  in  England  and  Scotland  the  num- 
bers employed  are  greatest,  on  the  whole,  in  counties  with  a  high 
pioportion  of  arable  land,  but  there  are  exceptions  like  Cheshire 
with  its  numerous  small  dairy  farms.  In  Scotland,  in  spite  of  a 
generally  high  proportion  of  arable  land,  the  numbers  employed 
per  100  acres  are  less,  on  the  whole,  than  in  the  English  coun- 
ties quoted;  suggesting  that  if  an  increase  of  arable  area  is 
secured,  and  if  it  is  accompanied  by  an  increase  in  the  efficiency 

1  Ibid.,  p.   24. 
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of  labour,  there  may  be  no  more,  but  possibly  fewer,  men  em- 
ployed than  before. 

Workers 

Workers      Workers  per  100 
Arable        (1911)          per  100         acres 

per  cent,  of    per  100     acres  arable  arable 

total  acres  (if  1  acre  ( if  1  acre 

cultivated  cidtivated     arable  ^  arable  =        Wages 

Counties.  1913.         (1913).         8  grass).  3  grass).  1907. 

England: 

NorfoUc 73  45  6-8  5-4  16/6 

SufEoUt  74  6-0  6-6  6-7  16/7 

Berkshire  61  3-8  67  6-6  17/9 

Dorset    34  3-6  82  60  16/6 

Leicester    27  2-9  9-7  6-3  19/7 

Cheshire    36  60  11-4  8-7  19/6 

Scotland  : 

Aberdeen  94  3-6  3-8  3-8  19/0 

Ayr 46  2-8  6-36  4-4  20/3 

F&e 70  2-8  3-8  3-6  21/2 

Forfar 89  3-6  3-9  3-9  20/6 

Column  4  is  an  attempt  to  make  possible  a  better  comparison 
of  numbers  employed  in  arable  farming  between  England  and 
Scotland  by  reducing  the  grass  to  an  equivalent  of  arable,  on  the 
assumption  that  the  ratio  of  persons  employed  per  100  acres  arable 
to  persons  employed  per  100  acres  grass  is  the  same  in  the  two 
countries,  namely,  8  to  1,  which  is  rather  less  than  the  ratio 
suggested  by  the  passage  quoted  above  from  Mr.  Hall.  The  result 
seems  clearly  to  indicate  that  this  ratio  cannot  be  correct,  and 
the  last  column,  with  the  ratio  3  to  1,  seems  much  more  credible, 
and  it  is  possible  that  the  ratio  is  actually  more  like  2  to  1. 

Comparing,  as  far  as  possible,  like  with  like,  as  regards  propor- 
tion of  arable  to  grass,  so  that  any  error  in  the  ratio  adopted  for 
conversion  has  a  minimum  effect,  we  have  5*6  in  Berkshire,  as 
compared  with  4*4  in  Ayr.  If  as  much  product  per  100  acres 
arable  is  obtained  in  Ayr  as  in  Berkshire,  the  product  per  head  is 
greater  in  the  former  by  27  per  cent.  Taking  Fife  and  Norfolk, 
the  advantage  of  the  former  is  54  per  cent.^  These  comparisons 
are  rough,  but  probably  give  a  better  idea  than  figures  re^esent- 
ing  the  whole  of  England  and  Scotland  respectively,  since  such 
figures  involve  putting  together  very  unlike  places.  Clearly,  for 
instance,  the  high  figure  per  100  acres  in  Cheshire  is  not  an 
indication  of  low  productivity  per  worker." 

1  Taking  wages  in  1907,  the  excess  of  Ayr  over  Berkshire  is  14  per  cent., 
and  of  Fife  over  Norfolk  25  per  cent.  Probably  the  value  of  crops  raised 
per  100  acres  arable  in  Scotland  ifl  rather  less  than  in  England,  as  there  is  a 
larger  proportion  of  rotation  grasses  in  Scotland,  which  do  not  yield  to  much 
food  value  as  grain  crops  or  roots. 

S  Vide  Hall,  A  Pilgrimagt  of  British  Farming,  pp.  219-226. 
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Even  if  an  increase  of  arable  cultivation,  accompanied  by  an 
advance  in  wages,  should  coincide  with  further  economy  in  the 
use  of  labour,  it  is  still  probable  that  more  men  will  be  employed 
per  100  acres  of  arable  in  England  than  in  Scotland,  as  the 
climate  affords  better  opportunity  for  varieties  of  special  culti- 
vation and  for  more  intensive  production  which  call  for  more 
labour  than  the  farming  in  vogue  in  Scotland ;  and  in  any  event' 
the  extension  of  arable,  even  if  it  result  in  no  great  actual  increase 
of  labour  employed,  will  prevent  a  ^decrease  which  otherwise 
would  result  from  the  extension  of  labour-saving  methods, 
especially  when  prompted  by  a  forced  rise  in  wages.  It  is  per- 
fectly correct,  therefore,  to  speak  of  the  policy  as  one  leading 
to  an  increase  in  what  otherwise  would  be  the  number  of  persons 
employed  in  agriculture. 

It  does  not  follow,  of  course,  that  such  an  increase  is  justified — 
apart  from  war  considerations — if  it  means  diverting  labour  from 
industries  which  would  afford  a  larger  return  in  the  production 
of  wealth.  There  are  reasons,  however,  for  thinking  that  this  is  a 
case  in  which  laissez-faire  fails  to  lead  to  the  best  distribution 
of  effort. 

The  argument  that  rural  life  is  more  healthy  than  urban  and 
is  therefore  to  be  preferred  is  frequently  put  forward  as  if  it 
obviously  afforded  a  suflScient  justification  for  State  action. 
Assuming,  however,  that  the  advantages  of  rural  life  are  sub- 
stantial for  the  working  classes,  it  still  remains  to  be  asked  why 
those  advantages  do  not  appeal  to  the  individuals  concerned  and 
exert  their  influence  without  any  special  effort  on  the  part  of 
the  State.  Does  this  argument  depend  entirely  on  the  assumption 
that  the  State  knows  better  what  is  good  for  people  than  they 
know  themselves? 

It  may  be  suggested  that  the  main  reason  why  lais^z-faire  pro- 
bably fails  to  lead  to  the  best  distribution  of  efforts  in  this  respect  is 
not  so  much  that  individual  workmen  are  not  aware  of  their  own 
interests  within  their  range  of  vision,  as  that  they  fail  to  appre- 
ciate the  ultimate  interests  of  their  children  and  grandchildren, 
and  probably  of  their  own  later  life  also.  A  young  labourer  may 
be  quite  correct  in  judging  that  a  town  job  affords  him,  on  balance, 
a  happier  life  than  he  would  have  as  a  farm  labourer,  but  does 
he  ever  give  any  weight  to  the  question  whether  his  children, 
usually  not  in  existence  at  the  time  the  choice  is  made,  will  have 
as  good  health  in  the  town  as  in  the  country?  The  statesman, 
looking  to  the  interests  of  the  country  over  many  generations, 
may  well  be  in  a  position  to  perceive  that  the  comparatively  short 
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view  taken  by  the  ordinary  man  leads  to 
favour  of  the  interests  of  the  existing  gen< 

It  is  not  suggested,  of  course,  that  a 
agricultural  work  at  any  wage  in  prefere 
much  higher  wage,  but  it  does  seemr  pre 
elements  in  the  problem  of  choice  whicb 
period  point  <^  view,  to  be  taken  into 
considered. 

That  is,  however,  rather  a  social  tl 
question,  and  it  is  referred  to  here  only  : 
eating  at  what  point, and  in  what  manner,i 
of  economic  theory,  that  self-interest  p 
their  maximum  advantage,  may  fail  to  k 
result,  even  though,  as  individuals,  theii 
respect  of  their  own  interests.  What  d 
be  attached  to  this  line  of  argument  is  a  m 
and  will  not  here  be  considered  further. 

Before  considering  the  more  purely  < 
may  be  well  to  consider  whether  there  is 
in  regard  to  any  considerable  area  of  lar 
thing"  from  the  farmer's  point  .of  view, 
has  grass,  and  what  are  the  main  element] 

It  is  impossible  to  say  with  any  ce 
grain  would  suffice  to  cause  one  million,  t^ 
of  grass  to  be  ploughed  up.*  There  ar 
that  a  considerable  area  must  be  rathei 
irrespectively  of  conditions  brought  about 

There  seems  to  be  a  considerable  body 
given  good  management,  a  good  deal  of 
grass  could  be  ploughed  with  advantage  to 
Hall,  as  has  been  remarked  above,  shows 
much  food  can  be  produced  per  acre  fron 
the  same  land  under  grass,  and,  according 
those  of  Mr.  T.  H.  Middleton  whom  he  q 
much  to  choose  between  the  commercial 
allowing  for  the  greater  cost  of  arable 
difference  in  favour  of  the  arable  farme 
per  acre,  out  of  which  he  has  to  provide  f< 
required  (an  extra  £5  per  acre,  equivalen 
charge),  the  depreciation  in  his  implement 
risks  involved  in  the  business  as  well  i 
of  supervision." 

1  Vide  Hall,  Agriculture  after  the 
8  Joumtd  of  the  Board  of  Affriculti 
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The  impression  drawn  from  Mr.  Hall  is  that,  owing  to  cir- 
cumstances now  largely  past,  the  supply  of  farmers  possessing 
the  combination  of  capital  and  commercial  ability  ha49  become 
reduced,  and  that  if  a  sufficient  number  of  such  men  were  available 
there  would  be  a  good  deal  more  arable  farming  than  there  now  is, 
without  any  State  intervention.  The  grass  policy  appeals  to  the 
ordinary  farmer  because  it  is  less  risky  in  our  climate,  for  men  of 
the  degree  of  ability  now  ordinarily  found  in  the  farming  business, 
and  '*  under  ordinary  conditions  it  would  have  been  wise  to  trust 
to  the  slow  but  sure  spread  of  education  to  bring  farming  up  to  a 
higher  level." 

The  point  under  consideration  at  the  moment  is  not  the  question 
what  State  action,  if  any,  should  be  taken,  but  simply  whether 
there  is  any  large  area  of  marginal  land  as  to  which  it  is  rather 
a  near  thing  whether  it  is  good  commercial  policy,  from  the  in- 
dividual farmer's  point  of  view,  to  plough  it  or  not.  The  evidence 
above  quoted  tends,  it  is  submitted,  to  sh^ow  that  there  is  such  a 
margin,  and  it  is  psuiiicularly  important  to  note  that  the  element 
of  cost  which  appears  to  be  the  balancing  factor  in  favour  of  grass, 
under  existing  conditions,  is  that  of  risk.  The  importance  of  this 
from  the  point  of  view  of  the  economic  theory  of  State  inter- 
vention will  be  dealt  with  later  on. 

Other  evidence  in  favour  of  the  view  that  there  is  a  consider- 
able anaount  of  marginal  grass  land  may  be  found  in  the  report 
of  the  Agricultural  Policy  Sub-Committee  (Cd.  8506).  The 
minority  report  of  Sir  Matthew  Wallace  is  particularly  interesting 
from  this  point  of  view.  He  refers  (p.  IQ)  to  evidence  offered 
by  Mr.  T.  H.  Middleton  that  *'of  the  three  million  acres  which 
would  be  required  to  be  broken  up  to  reach  the  1874  standard 
of  tillage  in  England  and  Wales,  two  million  acres  would  be  of 
equal  staple  and  capable  of  producing  equal  crops  to  the  land  now 
bearing  wheat,  but  the  remaining  one  million  acres  would  grow 
only  twenty-seven  bushels  per  acre  with  the  best  management  and 
most  scientific  treatment  as  regards  seed  selection  and  fertilisers.'' 
As  an  opponent  of  the  proposed  price  guarantee  Sir  Matthew 
objected  to  the  State  guaranteeing  a  price  high  enough  to  bring 
this  million  acres  of  poorer  land  under  the  plough.  He  contended, 
however,  that  the  test  quality  grass  lands,  which  the  majority 
thought  should  l)e  left  in  grass,  should  be  ploughed  up  instead  of 
that  million  acres  of  inferior  land.  According  to  this  authority 
of  experience,  ploughing  is  the  best  policy  for  the  best  land,  and, 
in  general,  his  criticism  is  to  the  effect  that  no  bounty  or  guarantee 
of  prices  would  be  needed  to  increase  the  arable  area  if  farmers 
knew  their  own  interests. 
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This  evidence,  like  that  of  Mr.  Hall, 
there  is  at  least  a  large  margin  of  debateal 
would  plough  and  another  would  leave  in 

In  spite  of  the  high  authorities  quoted 
be  quoted^  in  favour  of  the  view  that  it  i 
of  sufficient  ability  and  capital  which  pn 
arable  cultivation,  it  would  be  unsafe  to  a 
another  side  to  the  case.  Those  who  coi 
advocate  the  arable  policy  are  generally  n 
selves  in  national  well-being  as  well  as  in  t 
evidence  were  as  diligently  sought  for,  it 
shrewd  business  men  could  be  found  amon 
defend  the  grass  policy  as  a  commercial 
individual's  point  of  view^and  it  seems  dout 
of  profit  obtainable  from  arable  cultivatioi 
the  war,  to  attract  to  farming  men  coi 
capital  and  ability  when  they  had  the  o 
other  fields  in  which  these  advantages  t 
munerated.  It  is  not  sufficient  to  show  th 
a  profit  in  arable  agriculture.  Can  they  mal 
combination  of  capital  and  ability  can  mak 

One  rather  suspects  that  men  who  1 
duction  and  many  people  employed  per  10 
to  be  in  the  interests  of  the  nation,  are  a  li 
farmers  who  will  not  follow  their  advice 
production  per  head  given  at  the  beginnii 
to  show  that  the  British  farmer,  though  ] 
educated  and  fail  to  keep  accounts,  is  nol 
man  as  he  is  sometimes  represented  to  be 
economist-  and  the  legislator  to  consider 
assumption  that  there  is  a  real  difficulty  in 
of  the  plough  with  the  private  interests  of 
and  to  take  the  expert  evidence  as  showinj 
considerable  margin  of  land  which  does  m 
change  to  divert  it  from  grass  to  arable,  and 
factor  in  favour  of  the  grass  policy,  from  t. 
view  is  the  less  degree  of  risk  which  it  ini 

Bisk,  of  course,  is  a  cost  just  as  muc 
but  it  has  the  peculiarity  that  the  sum 
individual  farmers  is  much  greater  than  the  : 
gate  of  farmers  if  the  risk  could  be  pooled 
peculiar  in  this  respect,  of  course,  and  the 
be  applicable  in  support  of  suitable  State 
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with  other  forms  of  production ;  but  however  that  may  be,  it  is 
certainly  a  matter  of  some  importance,  taken  in  conjimction 
with  the  other  arguments  for  State  action,  that  the  most  pro- 
ductive methods  are  hindered  by  the  fact  that  each  farmer  requires 
a  capital  to  cover  his  individual  risk  and  the  sum  total  of  such 
capital  is  far  greater  than  would  be  needed  to  cover  the  risk 
for  the  whole. 

The  necessary  economising  of  capital  to  meet  some  risks  can 
be  met  by  insurance,  but  it  is  not  feasible  to  meet,  in  this  way, 
the  more  complex  risks  of  farming — more  particularly  the  risk 
of  the  conjunction  of  unfavourable  weather  in  England  and  the 
tow  prices  due  to  the  state  of  the  world  markets. 

In  ordinary  circumstances  the  best  kind  of  government  action 
directed  to  meet  this  point  would  be  the  promotion  of  co-operative 
credit  associations  amongst  farmers.  These  associations,  when 
once  well  established,  can  finance  themselves  and  can  tide  their 
members  over  the  perils  of  the  ordinary  risks  of  the  weather 
without  outside  help.  Initially,  however,  it  would  be  well  worth 
while  for  the  Government  to  provide  a  substantial  starting  fund, 
even  at  a  loss  of  interest,  if  only  to  meet  the  diflBculty  of  the 
undue  bias  in  favour  of  grass-farming  which  is  caused  by  the 
present  system  of  individual  risk-bearing. 

Co-operative  credit  is  a  large  subject  in  itself,  however,  and 
there  are  other  points  also  to  be  considered  which  would  involve 
going  outside  the  scope  of  this  article.  I  would  only  point  out 
that  the  existing  banking  system  emphatically  does  not  do  what 
is  required  in  this  respect  for  any  class  of  farmers,  large  or  small. 
The  prevailing  opinion  to  the  contrary  is  based  simply  on 
ignorance  on  the  part  of  the  farming  and  banking  communities 
of  what  can  be  and  is  done  elsewhereSand  ignorance  everywhere 
else  of  existing  farm  credit  arrangements  in  England.  The 
existing  large  arable  farmers  doubtless  have  the  necessary  capital, 
or  they  would  not  exist.  The  point  is  that  more  such  men  are 
hindered  from  coming  into  the  development  of  arable  farming 
though  they  may  have  capital  which  ought  to  be  sufficient  if  the 

1  The  reader  is  referred  to  Mr.  Cahfll's  report  on  **  Agricultural  Credit  and 
Agricultural  Co-operation  in  Germany."  Cd.  6626.  As  an  illustration  of 
prevailing  ignorance  it  may  be  asked  how  many  Members  of  Parliament  and 
othcra  interested  in  rural  housing  or  in  agricultural  improvement,  or  in  occupy- 
ing ownerflhip,  are  aware  that  before  the  War  Prussian  landowners,  through 
coK>peration,  were  able  to  borrow  money  on  mortgage  at  a  less  rate  of  interest 
than  waa  paid  for  PruFsian  Government  securities,  the  bonds  being  as  negotiable 
as  ConiK>ls,  and  repayable  by  long-period  instalments — and  this  without  any 
Government  subeidy,  though  in  various  ways  encouraged  and  supervised  by 
Government.  That  auffices  to  show  that  it  is  not  only  the  small  holder  who  has 
something  to  gain  by  co-operation. 
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risks  could  be  properly  distributed.  Exi 
talistic  farmers,  naturally,  ore  not  the  peopi 
to  agitate  for  co-operation  since  it  is  inte 
competitors  and  would  add  to  the  oomp 
land. 

In  Germany,  it  must  not  be  forgotten, 
was  not  confined  to  the  encouragement  of  a 
German  agriculture  was  also,  in  an  impoi 
from  the  effects  of  the  severe  fall  of  prices 
well  be  doubted  whether  the  co-operative 
been  able  to  tide  their  members  over  the 
out  of  the  great  fall  in  prices  without  the  s 
tariff  or  of  some  other  form  of  State  assistan 
of  minimum  prices  or  large  loans  to  the  e 

This  paper  is  not  intended,  however, 
question  what  form  of  State  action  is  best. 
to  point  out  that  there  is  a  case  for  Stat< 
or  rather  of  various  kinds. 

Another  important  reason  for  State 
time  is  to  be  found  in  the  fact  that  in 
arable  versus  grass  the  ordinary  farmer 
position  as  the  State  to  judge  one  of  the  i 
in  the  problem — ^namely,  the  probable  fu 
The  farmer  knows  quite  well  that  wages  1 
they  are  not  likely  to  come  down  again.  A 
visible  to  the  ordinary  man,  the  Govemm* 
wages  from  coming  down  again  if  possibl 
anything  like  a  return  to  pre-war  wages. 

On  the  question  of  future  prices — apart 
guarantee — he  is  very  much  in  the  dark 
of  monetary  science,  and  thinks  of  prices 
to  each  article  and  dependent  on  the  supj 
the  particular  article.     That  food  will  b 
world  generally  for  at  any  rate  a  couple  < 
may  be  fairly  obvious  to  everybody,  but 
general  expectation  of  farmers  seems  to  be 
to  the  pre-war  level.   Why  should  they  sup 
men  of  enlightenment  like  Sir  Matthew 
of  the  price  guarantee,  take  it  for  granted 
is  the  obviously  most  probable  expectati< 
due  to  the  physical  circumstances  of  the  wai 

Holding  this  belief  it  is  hardly  to  be 
would  be  willing  to  plough  up  grass  land 
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extra  labour  costs.  Bather  would  they  be  disposed  to  do  tlie 
reverse  but  for  the  immediate  high  prices.  These  prices  may 
suffice  to  prevent  land  being  put  down  to  grass  to  any  great  extent 
just  at  present,  since  many  years  must  elapse  before  new  grass 
land  gives  any  good  return.  They  do  not  operate  as  an  effective 
inducement  to  plough  up  grass  land,  however,  because  of  the 
scarcity  of  labour,  the  fact  that  grass  land  also  is  unusually 
profitable,  and  the  fear  that  losses  will  ultimately  result  when 
prices  again  fall  and  wages  remain  high. 
L  The  GU>vemment,  on  the  other  hand,  is  in  a  position  to 

^)preciate  the  fact  that  the  monetary  conditions  of  the  world 
have  permanently  altered,  that  prices  depend  on  money  conditions 
as  well  as  on  the  scarcity  and  abundance  of  particular  articles, 
and  that  there  is  therefore  no  question  of  a  return  to  pre-war 
prices  for  a  very  long  period  of  time. 

There  has  been  a  great  economy  of  gold  by  nearly  all  the 
world  and  it  is  obviously  to  the  interest  of  governments  with 
enormous  war  debts  to  maintain  the  inflation  and  even  to  increase 
it.  Even  if  they  were  possible,  measures  intended  to  produce 
a  return  to  the  pre-war  value  of  money  would  involve  severe 
depression  of  trade  and  would  present  an  enormous  value  to  the 
nation's  creditors,  the  holders  of  War  Stock. 

In  addition  to  the  war  measures  of  other  coimtries,  the  United 
States  has  recently  adopted  a  reform  of  banking  which  adds 
greatly  to  the  possibilities  of  gold  economy  in  that  country,  which 
has  been  such  a  large  user  of  gold. 

These  monetary  questions  are  of  great  importance  in  the  profit 
and  loss  calculation  whether  it  would  pay  to  plough  up  grass 
land,  and  yet  they  are  beyond  the  farmer's  range  of  vision. 
He  may  be  better  able  than  the  State  to  see  the  waves  and 
ripples  of  temporary  fluctuations  of  supply  and  demand,  but  the 
State  should  be  in  a  better  position  to  judge  of  the  long-period 
tides. 

This  also  is  a  principle  which  has  other  applications  than  to 
this  particular  problem. 

Analogous  in  some  respects  to  the  question  of  the  future  value 
ot  money  is  that  of  foreign  exchanges.  Our  total  of  foreign  in- 
vestments may,  perhaps,  not  have  been  reduced  if  loans  to  our 
allies  and  to  the  colonies  be  offset  against  the  sale  of  securities 
in  America.  It  is  fairly  certain,  however,  that  some  of  our  allied 
debt(N*8  will  need  a  continuation  of  credit,  possibly  for  a  very 
long  time,  and  the  probability  is,  therefore,  that  the  pre-war 
balance  of  pajnnents  due  to  us  and  from  us  will  be  disturbed 


Digitized  by 


Google 


482  THE   ECONOMIC  JOUBNAL  [DEC. 

for  many  years  to  come  to  our  disadvantage.  With  a  higher  level 
of  money  wages,  which  the  working  classes  naturally  wish  to 
maintain,  our  imports  are  likely  to  increase  rather  than  to 
diminish.  Accumulated  arrears  of  export  orders  may  for  a  time 
prevent  any  great  difficulty  from  arising,  but  it  is  fairly  evident 
that  manufacturing  capacity  in  the  engineering  trades  will  have 
been  increased  in  other  countries  besides  our  own,  and  that  will 
soon  lead  to  an  increase  of  machinery  for  manufactures  of  all 
kinds.  This  development  is  likely  to  take  place  with  rapidity  and 
to  result,  within  two  years  after  the  war,  in  severe  competition 
and  the  cutting  of  prices  of  manufactured  goods  generally. 
Germany  and  other  countries  will  probably  have  inconvertible 
paper  money  at  a  discount  which  will  act  as  a  bounty  on  exports 
and  which  will  not  be  counteracted  by  correspondingly  high 
domestic  wages,  because  the  sheer  necessity  for  large  importations 
will  compel  the  wage-earners,  in  Germany  especially,  to  accept  a 
lower  standard  of  living  for  a  number  of  years.  The  prospect 
is,  therefore,  that  not  long  after  the  end  of  the  war  a  serious 
difficulty  is  likely  to  be  found  in  meeting  our  foreign  indebtedness, 
and  it  will  not  be  lessened  by  the  fact  that  the  United  States 
is  likely  to  be  the  owner  of  a  much  larger  proportion  of  shipping 
than  before  the  war. 

We  have  also  to  reckon  with  the  fact  that  there  are  accumu- 
lated arrears  of  capital-borrowing  in  countries  like  the  Argentine, 
and  numerous  others,  whose  requirements  it  would  be  bad  policy 
not  to  endeavour  to  meet. 

The  exchange  difficulty  might  be  allowed  to  settle  itself  either 
by  giving  up  temporarily  the  gold  standard  and  letting  the 
sovereign  go  to  a  discount — a  policy  not  likely  to  be  advocated 
excepting  as  a  counsel  of  despair — or  by  the  ordinary  method, 
only  more  severe  and  prolonged,  of  raising  of  the  rate  of  discount. 
That  would  mean,  however,  the  production  of  a  severe  depression 
of  trade,  causing  such  a  reduction  of  money  wages  and  income 
as  to  check  consumption  and  cheapen  manufacturing  costs.  That 
is  the  **  natural'*  method,  so  to  speak,  of  meeting  the  foreign 
exchange  crisis  which  usually  follows  heavy  borrowing  during 
war,  and  no  doubt  we  shall  experience  its  discomforts  and  hard- 
ships to  some  extent  whatever  may  be  done.  They  will  be 
mitigated,  however,  if  an  enlarged  production  of  food  at  home 
can  be  effected  so  as  to  diminish  in  some  appreciable  degree  the 
need  for  importation. 

This  enlarged  production  at  home  would  be  likely  to  be 
brought  about  ultimately  in  any  event,  without  any  stimulus  from 
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the  Government.      Suppose,   for   instance,    for   convenience   in 
analysing  the  situation,    that  the  gold   standard   were  dropped 
and  the  sovereign  allowed  to  go  to  a  discount.     Imports  would 
cost  more,  to  the  extent  of  the  discount,  and  this  would  operate 
substantially  like  a  general  import  tax.     If  wages  were  raised 
in  proportion  to  the  increased  cost  of  living,  the  check  to  imports 
and  encouragement  of  exports  would  be  defeated  and  the  fall  of 
the  sovereign  in  exchange  would  become  greater  until  a  balance 
was  effected,  with  the  exchange  tax  on  ijnports  still  in  existence. 
Partly  the  effect  would  be  to  encourage  exports,  but — as  stated 
before — the  conditions  of  competition  are  likely  to  be  such  that 
little  or  no  favourable  result  on  the  balance  of  exchange  might  be 
obtainable  in  that  way.    Lower  prices  of  export  goods  might  quite 
fail  to  cause  such  an  increase  of  foreign  purchase  as  would  increase 
substantially  or  even  at  all  the  total  of  the  value  purchased.^ 
Diminution  of  imports  is  the  only^  remedy  in  such  circumstances. 
As  most  of  our  imports  are  not  readily  producible  at  home,    the 
result  would  presumably  be  the  increased  production  here  of  tHose 
food-stuffs  which  can  be  produced  in  this  country.     This  result 
would  naturally  follow  if  we  are  right  in  supposing  that  ther-e  is 
a  considerable  area  of  land  now  in  grass  which  does  not  req^uire 
very  much  change  of  conditions  to  turn  the  balance  in  favour 
of  having  it  ploughed.* 

Actually,  of  course,  it  is  not  likely  that  we  shall  fall  back  on 
paper  sovereigns  at  a  discount,  but  the  fundamental  principles 
of  foreign  trade  and  exchange  are  the  sanie  whether  a  gold 
standard  is  maintained  or  not  and  the  hypothesis  of  a  domestic 
paper  money  with  a  variable  rate  of  exchange  is  the  simplest  way 
of  elucidating  the  problem.  It  only  needs  to  be  pointed  out,  once 
more,  that  the  adjustment  of  the  trade  balance  in  the  difficult 
circumstances  forecasted  would  almost  certainly  involve  a  severe 
trade  depression  with  much  unemployment  if  the  Government 
simply  left  the  matters  to  adjust  themselves.  There  seems 
clearly  to  be,  a  case  for  intelligent  anticipation  of  the  monetary 
tides.     Even  if  correct  foresight  is  difficult,  one  might  expect  a 

1  In  other  word«,  foreign  demand,  for  our  goods,  owing  to  ^^^  competition 
and  necessities  of  other  countries  having  similar  industries  capable  of  the 
rapid  extension  which  characterises  manufactures,  and  having  costs  into  which 
interest  on  capital  largely  enters,  may  be  inelastic.  To  attempt  to  increase  our 
exports  by  cutting  prices  or  lowering  the  exchange  value  of  the  sovereign 
might  actually  aggravate  the  difficulties  of  the  adverse  trade  balance. 

2  In  other  words  it  is  suggested  that  at  present  our  supply  of  agricultural 
produce  is  distinctly  elaatic.  This  condition  may  apply  to  some  of  our  manu- 
factures which  compete  with  foreign  imports,  but  it  is  questionable  whether 
there  is  enough  scope  for  diminution  of  imports  of  manufactures  only,  to  meet 
the  very  serious  exchange  problem  which  threatens  to  develop  after  the  war. 
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better  result  from  action  baaed  on  the  be 
than  from  no  action  at  all.  Left  to  th< 
act  only  after  the  event,  and  then  only 
case  for  ploughing  up  grass  land  has  provi 
of  years.  The  causes  of  changes  of  prices 
and  downs  of  particular  prices  arising  oi 
seasons,  are  too  far  outside  their  range  of 
to  act  otherwise  than  by  waiting  on  events 
by  the  past.  The  more  prudent  wait  until 
up  for  several  years  before  they  accept  i 
established  and  sufficiently  safe  to  act  up< 
may  be  guided  each  year  by  the  previous 
both  classes  it  is  a  case  of  action  after  the 
loss  of  wealth  from  the  national  point  if  vi 
of  view  it  is  as  though  a  flood  were  deall 
water  had  invaded  the  cellars  of  the  hou 
then  be  set  to  work  to  prevent  the  flood  g 
is  not  so  good  a  method  as  having  news  I 
in  the  mountains  and  taking  suitable  ste 
actual  arrival  of  the  water. 

It  is  this  scope  for  directive  action  on  th< 
able  to  take  a  longer  and  more  comprel 
possible  for  masses  of  individual  workmei 
facturers  which  seems  to  be  the  principal 
interest  in  economics  which  war  emergen 
notice.  As  time  goes  on  it  may  be  hoped  tht 
and  of  Agriculture  and  the  Treasury  will  ac 
on  which  such  action  may  be  based.  At  ] 
perfect,  as  is  acknowledged  by  Mr.  A.  D. 
agriculture,  but  it  will  only  be  obtained  as  t 
experiments. 

In  judging  whether  such  experiments 
to  take  into  account  the  cost  involve'd  by 
as  well  as  the  more  obvious  cost  to  the  Grc 
be  involved  in  an  active  policy.  A  trade 
nati(m  many  millions  in  loss  of  production 
pointing  out  that  the  cost  falls  with  parti 
poorest  classes.  It  is  worth  while  risking 
or  at  least  to  mitigate  that  kind  of  calamity. 

Postscripts, 
1.  The  question  has  not  been  conside: 
economic  advantage  irrespective  of  the  cor 
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above,  in  the  mere  diminotion  of  oar  requirements  of  imported 
goods.  To  go  mto  this  satisfactorily  woold  inToIre  a  discussion 
of  the  general  question  of  protection  to  native  indostries  and 
would  require  an  article  to  itself.  It  is  not  to  be  inferred,  how- 
ever, that  the  writer  does  not  regard  this  question  as  one  of 
importance. 

2.  In  addition  to  the  figures  giTen  above,  relating  to  several 
counties  in  England  and  Scotland,  the  number  of  cows  and 
heifers  in  milk  may  be  noted,  as  the  nmnber  of  persons  employed, 
in  connection  with  grass  land  in  particular,  is  dependent  to  a  great 
extent  upon  whether  the  grass  is  used  for  producing  milk  or  for 
producing  meat.     The  numbers  are  : — 

Cows  in  MUk,  1913. 

Per  100  Acies  Per  100  Acns 

cultivata<l  pemianeni  gnaa. 

Norfolk 2-4  &9 

BuffoUc  2-6  9-9 

Berioi    ;;.;....                5.S  10-7 

I>oi8et  10-3  12-5 

I^oesier  5-7  s-4 

Cheahire  17*8  28- 

Aberdeen 6*  n- 

^57 ".*/...               14  6  26- 

1"^%  1 1  «5 

Forfar    41  35.7 

3.  Since  this  article  was  written  the  Com  Production  Act 
has  been  passed  into  law.— C.  F.  B. 


No-  108. — ^voi*.  xxvn  K  K 
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INFLATION 

I.  The  Meaning  op  "Inflj 

In  writing  about  the  rise  of  prices  wh 
this  country  since  the  beginning  of  the  wai 
has  frequently  been  used.    But  those  who 
generally  laid  down  any  definition  of  w 
opinion,  inflation  is.    The  general  idea 
of  "a  too  rapid  increase  in  the  volume 
money/'  "a  redundancy  of  currency,"  "i 
money,"  and  so  forth.    But,  of  course, 
kind  have  an  implicit  reference  to  some  hj 
tion  that  does  not  display  "too  rapid  incre 
and,  until  this  hypothetical  situation  is 
necessarily  remain   ambiguous.     It  is, 
inquire  what  a  money  situation  wholly  fi 
be  like ;  or,  to  put  the  question  more  cone 
need  to  be  satisfied  to  convince  us  that 
present. 

One  possible  use  of  the  term  would  1 
prices.  Since,  by  contracting  currency 
ciently,  it  would  always  be  possible  to  ; 
and  by  expanding  them  sufficiently  to 
we  might  say  that  currency  and  bank-m 
above  what  they  ought  to  be  when  gene 
always  deflated  below  what  they  ought  t 
go  down.  On  this  definition  the  measure 
would  always  be  perfectly  simple ;  for  i 
diately  in  general  price  movements.  Ac 
system  wholly  free  from  inflation  and 
arranged  on  the  plan  devised  by  Profes 
which  the  supplies  of  money  are  regul 
sole  end  of  keeping  general  prices  at  ai 
level.     But  this  definition,  though    it 
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veniences,  involves  a  wide  departure  from  popular  usage.  For 
the  general  public,  when  it  speaks  of  inflation,  dimly  thinks  of 
something  that  is  "the  fault  of  money."  But  some  movements 
of  general  prices  are  obviously  "the  fault  of  commodities,"  and 
to  say  that  money  is  "inflated  "  when  it  has  done  nothing  itself, 
but  has  merely  failed  to  correct  or  cancel  a  change  which  has 
been  initiated  elsewhere,  would  commonly  be  regarded  as  para- 
doxical. "Inflation"  and  "deflation,"  therefore,  must  mean 
something  other  than  the  bare  fact  of  a  rise  or  a  fall  in  the 
general  level  of  prices. 

A  second  possible  meaning  has  reference  to  the  relation  sub- 
sisting between  the  nominal  and  the  actual  value  of  a  paper 
currency  in  terms  of  standard  metal.  Inflation,  it  may  be  said, 
is  present  when  there  is  a  premium  on  gold  (in  a  country  with 
a  gold  standard),  and  is  absent  when  there  is  no  premium.  Evi- 
dently, however,  this  jase  of  terms  is  a  bad  one,  because  it  makes 
"inflation"  mean  exactly  the  same  thing  as  "depreciation" — 
Professor  Nicholson's  "specific  depreciation."  Specific  deprecia- 
tion is,  no  doubt,  a  sign  of  inflation,  but  to  use  it  to  mean 
inflation  is  obviously  to  waste  a  word.  Furthermore,  this  use, 
like  the  one  previously  suggested,  is  contrary  to  common  prac- 
tice; for  it  will  certainly  never  occur  to  the  general  public  that, 
80  long  as  specific  depreciation  is  absent,  inflation  is  impossible. 

A  third  possible  definition  is  based  on  the  state  of  the  foreign 
exchanges.  So  long,  is  may  be  said,  as  the  exchanges  are  within 
the  gold  specie  points,  inflation  is  necessarily  absent,  for,  since 
the  English  pound  note  still  stands  in  the  normal  relation  to 
foreign  currencies,  the  supply  of  currency  here  cannot,  in  the 
nature  of  things,  be  redundant :  but,  when  the  exchanges  are 
depressed  below  this  level,  there  is  inflation.  This  definition  in 
effect  comes  to  the  same  thing  as  the  one  just  examined.  For 
there  may  exist  a  real  premium  on  gold,  but  legal  and  other 
devices  may  prevent  it  from  being  acknowledged  or  easily  demon- 
strated by  direct  evidence.  These  devices,  Tiowever,  cannot 
conceal  the  evidence  of  the  exchanges.  When  these  are  depressed 
ocmtinually  below  the  outward  specie  point  this  is  a  proof  that 
our  currency  is  depreciated  in  terms  of  the  standard  metal.  But, 
as  indicated  above,  specific  depreciation,  though  a  sign  of  infla- 
tion, is  not  the  same  thing  as  inflation;  and,  in  order  that 
inflation  should  be  present,  it  is  not  necessary  that  depreciation 
dKmld  be  present  also.  Furthermore,  if  we  skip  the  stage  of 
depreciation  and  seek  to  use  the  test  of  the  exchanges  directly, 
it  is  evident  that  a  definition  of  inflation,  which  makes  the  occur- 
rence of  inflation  dependent  on  a  depressed  exchange,  rules  out 
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as  impossible  any  general  uniform  inflation  of  all  the  currencies 
of  the  world.  For,  other  things  being  equal,  all  currencies  might 
be  expanded  to  an  indefinite  extent,  so  long  as  the  expansion 
was  uniform,  without  tKe  value  of  any  one  of  them  in  terms  of 
the  others  being  affected  in  any  degree.  A  definition  that  by  its 
terms  makes  a  common  world  inflation  impossible  is  paradoxical 
and  out  of  touch  with  the  common  use  of  language. 

There  is  a  fourth  possibility.  In  a  period  of  industrial  boom 
it  always  happens  that  bankers'  loans  to  industry  are  increased, 
prices  are  raised  by  the  spending  of  these  loans,  and  currency 
is  drawn  into  circulation  to  maintain  the  raised  level  of  prices. 
The  initiating  cause  of  expansion  is  an  enhanced  desire  on  the 
part  of  industrialists  to  increase  their  output,  motived,  it  may 
be  by  a  boom  in  business  confidence,  it  may  be  by  large  orders 
from  Government  Departments.  It  is  possible  to  conceive  a 
state  of  things  in  which  the  expansion  would  come  about,  as 
it  were,  by  direct  action  on  industry  without  any  intermediate 
play  upon  the  monetary  mechanism.  In  actually  existing  con- 
ditions, however,  this  does  not  happen.  The  first  step  in  the 
process  of  expansion  is  always  a  demand  from  industry  upon  the 
banks;  bank-money  is  created  and  prices  go  up.  The  cause  of 
the  movement  does  not  lie  with  money  and  credit,  but  it  is 
through  money  and  credit  that  the  cause  works.  Are  we  to  say 
when  this  happens  that  inflation  is  taking  place,  and  that  the 
measure  of  inflation  is  the  rise  in  price  level  for  which  the  money 
and  credit  changes  are  responsible?  A  little  reflection  will  show 
that  to  do  this  would  lead  to  results  even  more  paradoxical  than 
those  that  have  been  shown  to  follow  from  that  one  of  our 
suggested  definitions,  in  which  inflation  and  deflation  were  taken 
to  mean  all  upward  and  downward  price  movements  to  whatever 
cause  they  are  due.  For.  if  an  industrial  expansion  occurred,  and 
money  and  credit  arrangements  remained  unchanged,  general 
prices,  in  view  of  the  increased  work  money  had  to  do,  would  fall. 
Hence  the  rise  in  prices,  for  which  the  money  and  credit  changes 
associated  with  it  are  responsible,  is  not  equal  to,  but  is  greater 
than,  the  actual  rise  that  takes  place.  In  like  manner,  when  an 
industrial  depression  occurs,  the  fall  in  prices,  for  which  the 
money  and  credit  changes  associated  with  it  are  responsible,  is 
greater  than  the  actual  fall  in  prices  that  takes  place.  But  nobody 
conceives  of  inflation  and  deflation  in  a  way  that  carries  implica- 
tions of  this  kind.  Generally  speaking,  the  price  movements  that 
accompany  industrial  cycles  are  not  thought  of  as  due  to  infla- 
tion and  deflation  at  all.    A  definition  that  relates  them  to  these 
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things  in  this  close  and  intimate  way  must  be  ruled  out  as  being 
incompatible  with  common  usage. 

The  preceding  discussion,  though  its  results  are  almost  wholly 
negative,  has  not  been  useless.    For,  by  a  process  of  exclusion, 
it  has  led  forward  to  the  only  line  of  thought  that  seems  likely  to 
yield  positive  results.    Inflation  cannot  be  interpreted  with  refer- 
ence to  monetary  and  credit  movements  pure  and  simple.     And 
yet  indubitably  it  stands  in  some  relation  to  such  movement?. 
A  way  out  of  this  impasse,  at  all  events  in  modem  communities 
where  bankers,  if  left  to  themselves,  may  be  presumed  to  act  in 
accordance  with  recognised  rules  and  customs,  is  to  distinguish 
between  movements  which  are,  and  movements  which  are  not, 
made  possible  by  overt  Government  interference  with  the  banking 
and  monetary  machine.  When  the  volume  of  bank-money  expands 
under  the  direct  influence  of*  a  boom  in  business  confidence,  all  the 
ordinary  legal  safeguards  of  the  banking  and  note-issue  systems 
being  maintained,  there  is  no  inflation,  however  great  the  expan- 
sion that  occurs.   Inflation  is  only  present  in  so  far  as  the  expan- 
sion is  made  greater  than  it  would  otherwise  be  in  exactly  similar 
circumstances  by  some  definite  act  of  interference  on  the  part  of 
the  Government  with  the  rules  by  which  monetary  and  banking 
arrangements  are  governed.     This  conception  fits  in  fairly  well 
with  current  notions.    But  it  has  to  meet  two  serious  difficulties. 
The  first  is  that  the  notion  of  Governmental  interference  with 
monetary  and  banking  arrangements  is  ambiguous.    No  doubt, 
certain  Government  acts  are  clearly  not  interference  in  this  sense. 
This  is  true  of  Government  borrowing  from  the  banks,  when  the 
borrowing  takes  place  in  the  ordinary  way  of  business  and  is 
unaccompanied  by  any  expressed  or  implied  political  guarantees. 
No  doubt,   again,   certain  other  Government  acts  clearly   are 
interference.    The  issue  of  £1  and  10s.  Treasury  notes  during 
the  war  falls  within  this  class.    But  between  these  two  extremes 
there  is  a  large  tract  of  ambiguous  territory.    The  Government, 
for  example,  borrows  from  the  banks,  or  otherwise  calls  for  their 
help  in  carrying  out  its  financial  policy.    When  they  respond  to 
these  demands  this  very  fact  creates  a  tacit  understanding  that 
if,  as  a  result  of  their  complaisance,  they  find  themselves  in  diffi- 
culties, the  Government,  whether  by  a  further  issue  of  Treasury 
notes  or  in  some  other  way,  will  see  them  through.    Yet,  again, 
the  Government,  by  commandeering  American  securities  held 
in  this  country  and  using  them  to  support  the  exchange,  in- 
directly saves  the  banks  from  being  drained  of  their  gold,  and 
so  makes  it  safe  for  them  to  sustain  a  much  larger  volume  of 
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deposits  than  they  could  otherwise  do. 
stringent  interference  with  private  propc 
ference  with  monetary  and  banking  ana 
interference  when  the  Government  orgai 
designed  to  persuade  people  that  to  dem 
of  England  in  exchange  for  Treasury  n 
It  is  impossible  to  resolve  difficulties  of 
any  absolutely  rigid  principle. 

The  second  difficulty  arises  out  of  the 
is  a  much  more  elastic  affair  in  some  cc 
For  example,  in  the  United  Kingdom  the 
not  issue  notes  on  a  fiduciary  basis  be; 
amount  unless  the  Bank  Charter  Act  ii 
pension  of  that  Act  is  a  distinct  piece  c 
law.  But  in  Belgium,  where  a  law  ve 
Charter  Act  is  in  existence,  there  is  a  < 
allows  the  Finance  Minister  in  certain  c 
operation.  When  he  acts  under  that  c 
ference  with  the  law,  though  perhaps  t 
Government  interference  with  currency  ai 
in  Germany  an  expansion  of  note  issue 
is  permitted  without  any  action  on  the  | 
condition  that  certain  specified  rates  of 
extra  issues.  It  is  impossible  to  spea 
ference  in  any  sense  here.  This  is  suf 
difficulty.  If  the  definition  of  inflatioi 
whether  or  not  the  banking  and  curre 
at  any  time  have  been  brought  about  by 
with  currency  and  banking,  it  follows  tl 
of  affairs  will  be  inflation  in  one  countr; 
that  even  in  the  same  country  what  wc 
may,  on  account  of  a  change  in  the  h 
to-morrow.  Obviously  a  definition  that 
tudes  leaves  much  to  be  desired. 

In  view  of  these  considerations  it  a] 
satisfactory  way  of  defining  inflation  w< 
of  the  various  sorts  of  action  that,  for 
tion,  are  to  be  regarded  as  Grovemment 
and  banking,  and  the  fruits  of  which 
But,  when  we  are  driven  to  an  arbitra 
is  obviously  muqb  to  be  said  for  abai 
altogether,  and  so  dispensing  with  the 
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n.— The  Proportion  of  British  Price  Changes  that  is  Due 
TO  Local  Causes. 

In  all  ordinary  times,  if  for  any  reason  the  value  of  gold  falls 
relatively  to  commodities  (i.e.,  if  gold  prices  rise)  in  the  rest  of 
the  world  outside  a  particular  country,  gold  will  flow  from  the 
rest  of  the  world  to  that  country  and  commodities  in  greater 
quantities  than  usual  will  flow  in  the  opposite  direction.  In  this 
way  a  new  equilibrium  will  be  established.  Since  the  rest  of  the 
world  is  large  relatively  to  any  one  country,  the  adjustment  will 
have  been  brought  about  principally  by  an  upward  movement  in 
gold  prices  in  the  single  country  and  only  to  a  slight  extent  by 
a  downward  movement  in  the  rest  of  the  world.  A  rise  of  gold 
prices  initiated  in  the  rest  of  the  world  will  thus  be  maintained 
there  and  also  transferred  to  the  single  country  in  nearly  full 
force.  For  purposes  of  illustration  we  may  suggest  that  an  initial 
rise  of  100  per  cent,  in  the  rest  of  the  world  will  lead,  at  the  new 
equilibrium,  to  a  final  rise,  alike  in  the  rest  of  the  world  and  in 
the  single  country,  of  as  much  as  90  per  cent. 

If  for  any  reason  the  value  of  gold  falls  relatively  to  commodi- 
ties (i.e.,  if  gold  prices  rise)  in  a  single  country,  gold  will  flow  from 
that  country  to  the  rest  of  the  world  and  commodities  will  flow 
in  abnormal  quantities  in  the  reverse  direction.  Ultimately  a 
new  equilibrium  will  be  established  in  the  same  manner  as  above. 
But,  since  the  single  country  is  small  relatively  to  the  rest  of  the 
w(H'ld,  a  rise  of  gold  prices  initiated  there  will  only  be  maintained 
there  and  transferred  to  the  rest  of  the  world  in  a  small  degree. 
For  purix)ses  of  illustration  we  may  suggest-  that  an  initial  rise 
of  100  per  cent,  in  the  single  countey  will  lead,  at  the  new  equi- 
librium, to  a  final  rise,  alike  in  the  single  country  and  in  the 
rest  of  the  world,  of  only  10  per  cent. 

These  two  propositions  in  conjunction  yield  the  important 
practical  result  that  gold  prices  in  any  single  country  are  much 
more  liable  to  be  affected  in  a  large  degree  by  world  causes  than 
by  causes  special  to  that  country ;  so  that,  when  any  large  change 
is  experienced,  the  general  presumption  is  that  a  world  cause 
rather  than  a  local  cause  is  at  work.  A  local  cause  cannot  pro- ' 
duce  a  large  effect,  and  therefore  no  modification  in  local  action 
could  make  any  important  difference  to  the  level  of  gold  prices 
in  this  (or  any  other)  single  country.  The  gold  held  here  being 
small  relatively  to  the  gold  of  the  world,  and  the  production  of 
commodities  likewise  being  relatively  small,  the  effect  of  altera- 
tions in  them  must  be  small  also. 
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This  result,  it  must,  of  course,  be  clearly  understood,  refers 
to  gold  prices.     If  in  a  single  country — ^this  or  another — note 
issue  or  banking  policy  is  so  manipulated  that  the  current  money 
of  the  country  is  depreciated  in  terms  of  gold — i.e.,  that  a  pound 
note  is  worth  less  than  a  pound — money  prices  there  may,  of 
•course,  be  forced  up  to  any  extent  by  purely  local  action.    Pro- 
vided, however,  that  the  current  money  is  not  depreciated  in  terms 
of  gold,  local  action  cannot  have  any  great  effect  on  prices.    In 
ordinary  times,  whether  or  not  gold  circulates  in  a  country  along- 
side of  paper  money,  this  money  must  be  depreciated  in  terms  of 
gold  if  the  exchanges  with  gold  countries  stand  beyond  the  ex- 
porting specie  point,  and  cannot  be  depreciated  if  the  exchanges 
with  those  countries  are  maintained  substantially  at  par. 

On  the  strength  of  what  has  been  said  we  conclude  that,  if 
these  were  ordinary  times,  no  high  proportion  of  the  very  large 
rise  of  prices  that  has  taken  place  in  England  could  have  been 
caused  by  local  action ;  and  no  modification  of  local  action  could 
have  made  any  fundamental  difference  to  what  has  happened. 
The  question  we  have  now  to  discuss  is :  do  the  peculiar  circum- 
stances of  the  present  time  alter  this  result?    To  answer  this  we 
have  first  to  distinguish  what  these  peculiarities  are.    Chief  among 
them  is  the  fact  that  the  Government,  being  faced,  on  account 
of  its  own  war  demands,  by  the  certainty  that,  if  it  let  gold  go 
abroad  freely,  the  whole  of  our  gold  supplies  would  be   very 
speedily  drawn  out  and  the  basis  of  our  currency  destroyed,  has 
adopted  the  policy  of  creating  a  special  export,  either  comman- 
deered securities  or  Governmental  promises  to  pay  in  the  future, 
the  amount  of  which  is  regulated  with  the  deliberate  purpose  of 
preventing  a  drain  of  gold  (apart  from  the  new  gold  that  flows 
through  the  country  from  South  Africa,  etc.).    Hence,  local  action 
is  free  to  push  prices  up  without  the  normal  corrective  of  an 
outflow  of  gold  being  set  in  motion ;  and  the  proposition  that  such 
action  cannot  push  them  up  largely,  therefore,  no  longer  holds 
good.     It  might,  indeed,  be  thought  at  first  sight  that  though,  in 
conditions  such  as  now  exist,  local  action  certainly  has  the  power 
to  push  them  up,  it  could  not  do  this  without  involving  a  heavy 
depression  in  our  exchanges  with  gold  countries,  and  that  since, 
as  a  matter  of  fact,  the  American  exchange  has  been  maintained 
in  the  neighbourhood  of  par,  proof  is  afforded  that  it  has  not 
in  fact  operated  in  this  way.    This  suggestion  does  not  seem 
to  be  well-founded.    The  home  price  of  our  exports  being  pushed 
relatively  to  the  foreign  price  of  our  imports,  it  is  obvious  that 
foreigners  will  not  be  able  to  get  the  same  quantity  of  our  exports 
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for  a  given  quantity  of  their  goods  sent  as  imports  to  us  unless 
the  value  of  a  British  pound  in  terms  of  an  American  dollar  has 
fallen  sufficiently  to  balance  the  relative  rise  in  our  export  prices ; 
and,  unless  they  can  get  the  same  quantity  of  our  exports  for  a 
given  quantity  of  their  goods,  they  will  not  take^so  much  of  our 
exports  as  before.  Consequently,  our  imports  also  must  fall  off. 
But,  in  view  of  the  special  export  of  securities  created  by  the 
British  Government,  and  regulated  in  amount  to  fill  any  gap  that 
there  may  be  between  our  imports  and  our  exports,  this  had 
not  happened.  In  ordinary  times  our  imports  could  not  be 
maintained  in  the  circumstances  contemplated  without  a  fall 
in  the  exchange,  because,  apart  from  that,  our  exports  must  fall 
off.  In  the  present  circumstances  they  can  be  maintained  in 
spite  of  the  fact  that  our  exports  fall  off.  Hence,  there  is  no 
necessity  for  a  fall  in  the  exchanges ;  and  the  fact  that  no  such 
fall  is  in  fact  present  is  no  evidence  that  local  action  at  home  has 
not  forced  up  the  domestic  price  level  much  further  than  it 
would  have  gone  under  a  different  scheme  of  local  conduct. 

To  decide  to  what  extent  local  action  has  in  fact  forced  up 
price  levels  in  this  country  above  what  they  might  have  been 
is  a  much  more  difficult  problem.  Apart,  however,  from  the 
reflex  influence  of  such  action  upon  price  levels  in  the  rest  of 
the  world,  which,  in  view  of  the  devices  to  obviate  gold  export, 
is  bound  to  be  abnormally  small,  we  can  conclude  that,  whatever 
local  action  had  been  adopted  here — ^within  the  limit  of  the 
reasonably  practicable — the  local  price  level  must  have  moved 
up  not  less  than  the  level  of  gold  prices  in  the  world  generally. 
For,  if  it  had  moved  up  less  than  this,  there  would,  in  spite 
of  embargoes  on  import,  have  been  strong  forces  making  for 
the  influx  or  retention  of  gold  here,  and  these  must  have 
reacted  upon  prices.  Hence,  as  regards  that  part  of  the 
rise  in  prices  here  which  corresponds  to  the  world  rise  in  gold 
prices,  our  issues  of  Treasury  Notes  and  creation  of  bank  balances 
should  be  regarded  as  a  cause  of  the  rise  only  in  a  very  limited 
sense.  For,  had  they  not  been  there,  the  fact  of  their  absence 
would  have  called  into  being  othoi  causes  which  would  have 
produced  the  same  result.  There  are,  unfortunately,  no  data 
available  for  determining  properly  what  the  rise  in  world  gold 
prices  has  been;  but  a  comparison  of  retail  food  prices  in  the 
United  States,  Canada  and  this  country  suggest  that  it  may 
have  been  something  between  a  half  and  three-quarters  of  what 
it  has  been  here.  For  some  such  proportion  as  that  of  our  local 
price  rise  we  may  therefore  say,  in  a  rough  general  way,  that 
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local  action  here  has  not  been  responsil: 
at  that.  For,  in  view  of  the  large  v( 
imports  as  compared  with  our  commod: 
of  tonnage  and  consequent  rise  of  frei 
prices  here  much  more  than  it  has  affecti 
the  whole,  therefore,  it  would  seem  fair 
four-fifths  of  the  rise  that  has  taken  p 
been,  in  a  loose  sense,  "inevitable"; 
cannot  properly  be  thrown  upon  our 
arrangements  for  more  than  the  remair 
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LOANS    AND    SUBSIDIES    IN    TIME    OF    WAB 
1793—1914 

When  the  great  French  wars  began  this  country  had  already 
much  experience  as  a  paymaster  of  princes,  but  little,  if  any, 
experience  as  a  lender  to  her  allies.  The  traditional  method  of 
assistance  was  that  of  the  subsidy,  and  the  return  which  our 
subsidies  brought  was  not  interest,  but  sometimes  mercenaries, 
sometimes  a  tacit  recognition  of  eventual  claims  to  territory  or 
other  political  advantages.  It  is  true  that  the  Duke  of  Marl- 
borough had  helped  to  raise  a  loan  for  the  Emperor  in  London ; 
but  the  granting  of  loans  was  not  an  established  practice  in  the 
eighteenth  century.  It  is  not  therefore  surprising  that  loans  are 
comparatively  seldom  met  with  in  the  finance  of  the  years  1793- 
1815 ;  but,  as  will  appear,  it  is  possible  that  but  for  a  particularly 
unfortunate  experiment  in  lending  during  the  earlier  years  of 
the  struggle,  the  loan  might  have  displaced  ,the  subsidy  at 
that  time. 

The  total  amount  paid  out  to  allies  and  prospective  allies 
between  1793  and  1816  was  upwards  of  £57,000,000.  Hardly 
any  Power  in  Europe,  except  Turkey,  is  absent  from  the  list. 
Even  France  appears  once ;  for  the  Bourbons  received  £200,000 
—a  loan,  as  it  happens,  not  a  subsidy — in  1814.  Sometimes  the 
smaller  Powers  are  mentioned  by  name  in  the  official  summary 
of  disbursements;  occasionally  there  are  such  compendious 
entries  as  those  of  1815-6,  when  nearly  a  million  and  three- 
quarters  was  paid  to  "minor  Powers  under  engagements  with  the 
Duke  of  Wellington,"  who  seems  to  have  had  a  pretty  free  hand.^ 
Of  the  greater  Powers  Prussia  appears  on  the  list  very  early, 
in  1794.  She  was  the  only  one  who  received  a  subsidy  of  more 
than  a  million  in  any  single  year  before  1800.    Eussia's    first 

1  I  am  ufling  the  House  of  ConunoiM  Pap^,  No.  466  of  1854,  Account  of 
oU  turns  .  .  .  paid  or  advanced  ,  .  .  to  any  foreign  State  from  1792  ...  up 
to  the  present  time.  It  is  repeated  in  No.  180  of  1900.  Returns  (1)  of  advances 
by  ufoy  of  loan;  (2)  of  payments  by  way  of  subsidy  .  .  .  and  (3)  of  loans 
raind  by  foreign  States  of  which  the  interest  of  capital  has  been  guaranteed 
by  Act  of  Parliament  since  1792.  Full  details  as  to  the  very  numerous  "minor 
Powers"  are  given  in  the  Life  of  J,  C,  Berries,  Vol.  II.  Appendix. 
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appearance  is  in  1799,  when  Pitt  was  building  up  the  second 
coalition.  Her  receipts  at  any  one  time  in  those  years  are  only 
reckoned  in  hundreds  of  thousands.  In  fact,  during  Pitt's  life- 
time direct  subsidising  was  not  conducted  on  the  grand  scale.^ 
The  two  most  expensive  subsidy  years  were  1794  and  1800.  The 
total  sum  paid  out  in  the  former  was  just  under  J62 ,500,000  and 
in  the  latter  £2,600,000.  Compare  these  with  the  ^62,900,000 
of  1808,  the  £3,900,000  of  1812,  the  £8,000,000  odd  of  1814,  and 
the  £10,000,000  of  1815. 

A  comparison  of  subsidies  does  not,  however,   exhaust  the 
matter,  and,  in  fact,  the  swollen  subsidy  roll  of  the  nineteenth 
century  is  in  part  due  to  the  unfortunate  experiment  in  lending, 
or,  rather,  in  guaranteeing  loans  already  mentioned.     As  it  was 
apparently  the  failure  of  this  experiment  which  made  successive 
Governments  prefer  the  subsidy  to  the  loan  throughout  the  whole 
period  of  the  great  wars,  its  history  deserves  careful  examination. 
In  1794  negotiations  began  for  floating  an  Imperial   (Austrian) 
loan  in  London.     The  amount  was  to  be  £4,600,000.     In  order 
to  help  an  ally  Great  Britain  undertook  to  guarantee  the  interest ; 
and   the   guarantee  was   formally  given  by  Act  of   Parliament 
(35  Geo.  3,  c.  93). '  The  loan  took  the  form  of  imperial  3  per 
cent,  annuities,  plus  a  small  twenty-five  year  annuity  (£230,000), 
to  expire  in  1819.    Every  precaution  was  taken.     The  Emperor 
gave  his  bond  and  his  creditors  were  specially  authorised  to  sue 
him  in  his  own  courts.*    But  unfortunately  by  1796,  when  the 
money  was  actually  raised,  the  Emperor's  position,  both  military 
and  financial,  was  bad.    This  was  the  year  in  which  Pitt  paid 
£1,200,000  to  Vienna  without  leave  from  Parliament,  a  proceeding 
which  gave  Fox  an  opportunity  of  threatening  him  with  impeach- 
ment.   To  regularise  the  advance  Pitt  secured  first  covering  votes 
and  then  an  Act  of  Parliament  (37  Geo.  3,  c.  59),  by  which  a 
further  loan  of  £1,620,000  for  the  Emperor  was  authorised.    This 
time  the  British  Government  guaranteed  both  interest  and  sinking 
fund,  although  technically  the  money  was  raised  by  a  second 
issue  of  imperial  3  per  cents.    Pitt  admitted  in  debate  that  part 
of  the  second  loan  went  in  interest  on  the  first.' 

Pitt  had  sent  the  unauthorised  £1,200,000  to  aid  his  ally  at 

1  The  best  discussions  of  PitVe  borrowing,  lending  and  subsidising  are  in 
Newmarch's  articles  in  the  Statistical  Journal,  1856.  On  the  loam  raised  by 
Mr.  Pitt  during  the  first  French  War,  1793-1801. 

2  See  the  discussions  of  1795  {Parliamentary  History,  XXXII.  38),  1816 
(Hansard,  XXXII.  1027).  and  1824  {Hansard,  New  Series,  X.  310). 

8  The  discussions  are  in  the  Parliamentary  History,  XXXII.  38,  1262,  1330, 
1391,  XXXIII.  463.  See  also  J.  Holland  Base's  Pitt,  II.,  304-^,  where  the 
second  loan  is  said  to  have  been  £4,620,000.    This  is  £3,000,000  too  much. 
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a  time  of  grave  military  stress.  Unfortunately,  in  1797  military 
stress  ended  in  military  collapse.  Bonaparte's  army  of  Italy 
fought  its  way  to  within  eighty  miles  of  Vienna,  and  the  pre- 
liminaries of  Leoben  ended  in  the  Treaty  of  Campo  Formio. 
Austria  was  unable  to  meet  her  obligations,  and  the  British 
Government  had  to  take  up  its  statutory  burden  of  interest  and 
sinking  fund.  The  early  dividends  on  the  first  loan  had  been 
met  from  the  second;  but  from  May  1st,  1797,  all  the  charges 
on  both  were  met  from  the  consolidated  fund.  The  imperial 
3  per  cents,  became  practically  British  3  per  cents. ;  and  as  they 
had  not  been  issued  at  par  funded  debt  to  a  nominal  amount  of 
£7,502,633  was  created,  besides  the  small  terminable  annuity.* 
Dr.  Rose  tells  us  that  Austria's  neglect  to  repay  the  loan  "occa- 
sioned a  bitter  dispute  which  long  held  the  two  Powers  apart  *' ;  * 
bat  he  does  not  mention  tliat  she  never  paid  a  penny  of  interest 
either. 

The  significance  of  this  Austrian  loan  episode  in  the  history 
of  Britain's  financing  of  her  allies  only  became  public  in  1816. 
On  March  1st  of  that  year  Lord  King — best  known  to  economists 
as  the  man  who  told  his  tenants  to  pay  their  rents  in  gold — ^rose 
in  the  Lords  to  call  attention  to  the  burden  of  loans  to  foreign 
Powers,  especially  to  the  burden  of  this  Austrian  loan.'  He 
wanted  papers ;  but  his  proposal  was  negatived.  He  also  wanted 
to  know  whether  any  effort  had  been  made  at  the  Congress  of 
Vienna  to  make  the  Emperor  pay  what  he  owed.  Lord  King 
reckoned  that  capital  and  interest  now  came  to  something  like 
J614,000,000.  Lord  Liverpool,  in  reply,  told  some  of  the  story 
of  the  loan  and  asked  in  effect  how  it  would  have  been  possible 
to  press  Austria  in  the  matter,  when  we  had  been  constantly 
asking  hor  to  fight  again  after  she  had  been  well  beaten — ^Lodi, 
Marengo,  Hohenlinden,  Ulm,  Austerlitz,  Wagram.  He  did  not 
make  the  indelicate  reference  or  give  the  list  of  battles,  but  they 
were  in  everyone's  mind.  Austria,  he  argued,  had  suffered  much, 
and  generosity  to  her  became  us  well.  Incidentally,  he  pointed 
out  that  of  late  years  we  had  always  subsidised  her,  asking  for 
no  promises  of  interest  or  repayment.  "He  believed  it  became 
a  maxim  with  every  administration,  after  the  experience  of  the 
Austrian  loan,  not  to  engage  in  any  transaction  of  that  kind.'' 
He  believed  that  Lord  Holland  had  refused  Bussia  leave  to  borrow 
here  ''upon  the  acknowledged  ground  of  the  fate  of  the  Austrian 

1  Parliamtntary    History ^    XXXIV.    1146.     Report    on   Public    Income    and 
Bjppenditure,   1799. 
«  Pitt  II.  305. 
»  Bamard,  XXXII.  1027. 
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loan."  Lord  Holland  endorsed  this,^ 
we  might  at  least  have  asked  for  oui 
There  for  the  time  the  matter  rested. 

It  was  not  strictly  correct  to  say 
lending,  only  giving,  since  1797 ;  but 
illustrated  the  principle.  In  1809  I 
£600,000  here,  a  loan  guaranteed  by  Aci 
c.  71).  Portugal  met  all  the  charges  c 
sinking  fund,  down  to  April,  1815.  B3 
in  that  year  the  whole  burden  was  t 
Kingdom.'  Beally  this  country  had  i 
advanced  to  Portugal  by  way  of  si 
between  1798  and  1815,  including  one 
to-day— £100,000  for  "Portuguese  sufife 
the  year  of  Moscow,  we  also  gave  £ 
sufferers." 

Two  minor  exceptions  occurred  in 
£200,000  ea^h  to  Holland  and  France, 
made  by  Government,  not  guaranteed 
ment  was  called  for  and  both  sums  wer 

One  of  the  loans  to  which  Lord  Kin 
has  had  a  long  and  curious  history, 
when  Bussia  was  no  very  good  frienc 
a  loan  in  Holland  through  the  grea 
and  Co.,  of  Amsterdam.  At  the  Con 
diplomacy  was  mainly  responsible  for 
Kingdom  of  the  Netherlands,  includi 
Bussiaii  support  for  our  policy  we  toe 
of  Bussia's  liability  and  agreed  to  pa 
sinking  fund,  on  it  as  from  January. Ist 
Netherlands  took  over  an  equal  amouni 
replying  to  Lord  King,  explained  that 
pay  the  interest  only  so  long  as  Belg 
Holland.  In  fact  we  paid  it  rather  lo: 
Bevolution  of  1830  we  did  not  insist 
Liverpool  had  attached  so  much  import 
ment  was  regularised  by  2  &  8  Williai 
of  the  story  is  told  in  this  Act.  We  ag 
ment  because,  in  our  view,  the  spirit  o 
was  that  "Bussia  would  on  all  questi 

1  Hansard,  XXXII.  1033. 

2  Parliamentary  Paper,  No.  180  of  1900,  p.  4. 
s  The  oonvention  was  of  May  19ih,  1815,  coi 

55  Qeo.  3.  c.  115. 
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identify  her  policy  with  that  which  the  Court  of  London  had 
deemed  the  best  adapted  for  the  maintenance  of  a  just  Balance 
of  Power  in  Europe";  and  we  believed  that  in  fact  she  had 
done  so  and  would  continue  to  do  so. 

The  first  instalment  of  interest  paid  by  us  was  dB122,000.  By 
1853  the  sinking  fund  had  reduced  this  annual  charge  to  d988,577.^ 
By  an  unusual  stipulation  in  one  of  the  original  conventions  we 
were  to  go  on  paying  interest  even  in  case  of  war  between  Bussia 
and  Great  Britain.  So,  like  honest  shopkeepers,  we  paid  all 
through  the  Crimean  War,  and  established  an  interesting  pre- 
cedent in  international  law.^  By  1891  the  capital  was  down  to 
£520,000.  In  that  year  a  terminable  annuity  was  arranged  to 
get  rid  of  the  liability ;  and  in  1906 — a  familiar  date  in  the  political 
history  of  England — the  last  payment  was  made  to  the  repre- 
sentatives of  creditors  who  had  helped  Catherine  of  Eussia  in 
the  days  when  we  were  staggering  under  the  loss  of  our  old 
Colonial  Empire.  At  least  we  have  duly  footed  our  great-grand- 
fathers' biUs.' 

The  later  history  of  the  Austrian  loan  provides  an  interesting 
companion  picture.  For  some  years  after  1816  everyone  seems 
to  have  forgotten  about  it.  Suddenly,  in  1823,  the  Emperor, 
moved,  as  the  Chancellor  of  the  Exchequer  subsequently  ex- 
plained in  the  House,  by  his  tender  financial  conscience,  proposed 
to  pay  back  £2,500,000  ''in  satisfaction  of  the  whole  of  the 
British  claims  upon  his  Imperial  Majesty,*'  through  Messrs. 
Barings  and  Bothschilds.  Possibly  our  representatives  at  Vienna 
had  something  to  do  with  this  awakening  of  conscience.  The 
agreement  was  embodied  in  a  convention  of  November  17th,  1823 ; 
payment  was  spread  over  four  years;  the  "original  Letters  of 
Octroi  .  .  .  and  Imperial  Bonds"  were  returned  to  the  Austrian 
Government ;  and  the  final  absorption  of  the  balance  of  the  loan 
in  the  3  per  cent.  Consols  was  authorised  by  Act  of  Parliament.* 
England  was  properly  grateful,  though  Brougham  did  say  that 
half-a-crown  in  the  pound  was  not  a  very  handsome  composition 
for  an  Emperor,  a  remark  which  naturally  irritated  Mettemich.* 
The  policy  that  had  led  to  our  taking  over  the  Bussian-Dutch 
loan  was  responsible  also  for  a  series  of  payments  in  1818-20 
which,  though  not  strictly  payments  made  in  time  of  war,  were 

1  Pariiamentary  Paper,  No.  466  of  1854. 

2  Hall,  InUmatumal  Law,  p.  436  n. 

5  Th«  final  payments  appear,  La,,  in  the  Statistical  Abstracts. 
4  5  Geo.  4.  c  9.,  from  which  the  words  quoted  above  come. 

6  Hansard  (N.^.)  X.  310,  368.  See  Spencer  Walpole's  History  of  England, 
II.,  89.  I  have  not  thought  it  neoeseary  to  atudy  ihe  history  ol  the  Conven- 
tion; the  inquiry  might  be  curious. 
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at  any  rate  military  pajrments.  We  were  always  anxious  about 
the  military  strength  of  the  new  Kingdom  of  the  United  Nether- 
lands, anxious  that  her  frontiers  should  be  defensible  both  east 
and  south — more  particularly  south.  So  in  the  years  named  we 
paid  out  in  three  instalments  a  sum  of  rather  more  than 
£1,500,000  to  be  spent  by  the  Dutch  on  fortifications.  Just  how 
they  were  spent  is  a  question  for  diplomatic  and  military  his- 
torians. The  economist  need  only  notice  that  the  matter  was 
regarded  as  so  obviously  a  British  interest  that  the  money  was 
paid  outright,  as  subsidies,  not  as  loans.  This  backwash  from  the 
military  anxieties  of  the  great  wars  was  the  only  thing  of  its 
kind  during  the  forty  years*  European  peace  that,  for  us,  followed 
Waterloo.  And  we  never  subsidised  an  ally  again,  either  during 
war  or  in  direct  view  of  war,  throughout  the  nineteenth  century 
— if  the  published  returns  may  be  trusted.* 

Of  course,  we  never  fought  as  members  of  a  coalition  again 
except  in  the  Crimea ;  and  in  the  Crimea  our  chief  ally  neither 
needed  nor  desired  our  financial  assistance.  But  we  had  to  assist 
our  weaker  comrades.  We  did  not  use  the  subsidy,  but  did  use 
both  the  methods  of  lending  which  had  been  experimented  with 
during  the  great  wars,  the  loan  direct  and  the  guaranteed  loan. 
The  former  method  was  adopted  for  Sardinia,  when  Cavour,  with 
ulterior  objects,  sent  a  division  to  the  Black  Sea  to  help  us.  Two 
advances  of  £1,000,000  each  were  made  to  the  King  of  Sardinia, 
under  Acts  of  Parliament,  18  Vict.,  c.  17  and  19  &  20  Vict.,  c.  39. 
When  the  second  fell  due  peace  had  been  declared ;  but  the  British 
Government  made  the  promised  advance,  because  the  expenses 
towards  which  it  was  to  go  had  already  been  incurred  by  King 
Victor  Emmanuel's  army.  Sardinia  undertook  to  pay  3  per  cent, 
interest  and  a  sinking  fund  of  1  per  cent.  The  payment  was 
regularly  made  and  the  debt  was  taken  over  by  the  Government 
of  United  Italy.  By  1899  the  outstanding  balance  was  only 
de213,000.  The  final  payment  was.  made  in  1902,  and  in  1903 
the  final  statement  of  account,  now  balanced  and  closed,  was  laid 
before  Parliament.  No  doubt  a  fresh  account  has  since  been 
opened. 

The  Turk  alone  remains.  With  him  we  were  more  cautious 
in  the  'fifties.  We  and  the  French  guaranteed  jointly  and 
severally  interest  at  the  rate  of  4  per  cent,  on  a  loan  of  £5,000,000 
which  he  raised  in  1855.  According  to  the  regular  Parliamentary 
practice  of  those  days  a  separate  Act  (18  &  19  Vict.,  c.  99)  was 
passed  to  sanction  the  arrangement.    During  the  twenty  years 

1  The  only  subeidies  in  the  1900  return  later  than  1820  are  a  series  paid  to 
the  Sultan  of  Muscat  from  1877  to  1884.    The  whole  sum  was  only  £21,000. 
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after  1855  the  Porte  paid  back  more  than  £1,000,000  of  the 
principal  and  our  contingent  liability  was  pro  tanto  reduced. 
Then  comes  the  Eusso-Turkish  War  of  1878,  and  the  loan 
vanishes,  as  it  were,  into  the  financial  darkness  of  the  Ottoman 
debt  in  general;  into  which  darkness  there  is  no  present  need 
to  follow  it. 

And  that,  in  brief,  but  I  think  in  sufficient,  outUne,  is  the 
whole  story  of  British  loans,  and  probably  all  that  economists 
will  care  to  know  about  British  subsidies,  in  time  of  war  or  for 
war  purposes  during  the  hundred  and  twenty-one  years  between 
1793,  when  the  French  had  just  overrun  the  Austrian  Netherlands 
and  had  beheaded  their  King,  to  1914,  when  another  Power 
overran  Belgium  in  order  to  get  at  the  French,  but  did  not 
behead  its  King.  Our  interests  were  affected  in  both  cases.  It 
might  be  argued  that  honour  was  only  certainly  involved  in  the 
second.  But  that  is  not  finance.  When  turning  to  history  for 
precedents  and  parallels  the  inquirer  finds,  somewhat  to  his 
surprise,  that  the  expenditure  in  financing  allies,  which  interest 
and  perhaps  honour  necessitated  from  1793  onwards,  gives  small 
guidance  for  the  problems  of  to-morrow.  There  was  so  little, 
so  very  little,  lending  and  so  much  subsidising.  The  imperial 
loans  of  1795-7^  Cavour's  loans  of  1854-5^  and  the  few  others 
hardly  furnish  an  adequate  body  of  precedent,  and  what  pre- 
cedents they  do  furnish  are  mixed.  It  is  much  to  be  hoped  that 
the  precedent  of  Italy's  businesslike  payment  and  not  the 
Emperor's  half-crown  in  the  pound  will  prevail ;  though  no  doubt 
there  are  loans  outstanding  to-day  which  must  eventually  be 
turned  into  subsidies. 

J.  H.  Clapham 
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In  the  previous  lecture  my  object  was  to  give  you  a  broad 
sketch  of  the  general  nature  of  the  present  industrial  struggle. 
I  tried  to  show  that  modem  competition  makes  a  considerable 
use  of  debased  and  predatory  methods,  and  that  when  its  activities 
are  international  these  unfavourable  features  are  often  developed 
on  a  very  serious  scale,  as,  for  instance,  in  the  foreign  trade 
policy  of  Germany,  which  is  not  easily  distinguishable  from 
economic  war.  So  long  as  such  methods  were  used  it  was  for 
us  to  defend  ourselves  against  them.  For  such  purposes  of 
defence,  as  well  as  in  the  interest  of  the  general  efficiency  of  our 
industry,  it  seemed  clear  that  we  should  require  larger  business 
organisations,  more  scientifically  equipped  and  perhaps  linked  in 
wider  combinations  or  cartels. 

The  question  now  arises  whether  we  are  ready  to  finance 
the  new  organisations.  To  instal  thoroughly  up-to-date  estab- 
lishments on  the  scale  now  desirable  must  clearly  be  a  very 
costly  matter ;  and  not  only  for  this  purpose,  but  to  secure  foreign 
markets,  and  to  provide  for  the  reconstruction  of  industry  after 
the  war,  very  large  financial  provision  must  be  made. 

In  one  country,  at  any  rate,  quite  exceptional  attention  has 
been  given  to  this  question  of  industrial  finance.  The  German 
banking  system,  from  its  first  inception  in  the  'fifties,  has  devoted 
its  resources  mainly  to  this  purpose,  and  with  remarkable  success. 
No  doubt,  as  Riesser  shows,  the  industrial  bank  was  in  its  origin 
a  French  creation ;  the  movement  sprang  from  the  enterprise  of 
the  Pereires  and  their  Credit  Mobilier,  and  ultimately  from  the 
genius  of  their  master  Saint  Simon.  None  the  less,  the  French 
idea  received  its  fullest  development  in  the  banking  system  of 
Germany.  Germany  has  gradually  elaborated  her  financial 
organisation  until  it  has  now  become  a  principal,  perhaps  the 

'  The  second  of  two  lectures  delivered  at  the  Royal  Institution  on  April  19th 
and  26th,  1917.  The  first  was  published  in  the  EcoNOiao  Joubnal  for  Sep- 
tember, 1917. 
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principal,  instrument  in  the  extension  of  her  foreign  trade  and 
political  power. 

We  have  now  to  consider  the  situation  thus  created,  and  to 
inquire  how  fao:  English  traditional  banking  policy  is  adapted  to 
deal-  with  it,  and  what  new  developments  are  most  urgently 
required. 

The  question  is  not  new  to  experts.  As  long  ago  as  1909  it 
was  raised  in  the  Times  by  a  very  able  article  dealing,  amongst 
other  matters,  with  the  now  classical  case  of  the  Band  Power 
Company.  This  was  a  case  in  which  we  lost  orders  for  over 
two  million  pounds  worth  of  turbines  and  other  electrical  plant, 
because  German  banks  undertook  to  find  a  large  proportion  of 
the  capital  required  on  condition  that  their  associated  firms 
obtained  the  bulk  of  the  orders.  It  was  said  that  the  banks 
incurred  no  great  risk,  besause  they  only  held  the  debentures 
themselves,  and  placed  the  shares  on  the  English  market !  The 
writer  recommended  the  establishment  of  "several  industrial 
banks  on  Continental  lines,  with  a  paid-up  capital  of  five  to  i;en 
millions  each."  His  concluding  paragraph  so  exactly  expresses 
my  own  views  that  it  may  well  serve  me  as  a  text.  "There  is 
a  saying  that  '  trade  follows  the  Flag,'  but  it  is  none  the  less  true 
that  nowadays  '  trade  follows  the  Bank,'  Successful  commercial 
warfare  cannot  be  carried  on  by  means  of  small  independent  units, 
and  it  is  only  by  strict  co-operation  between  the  industrial,  com- 
mercial, and  financial  communities  that  this  coimtry  can  retain 
its  position  among  the  nations  of  the  world."  ^ 

Business  was  not  particularly  brisk  in  1909;  the  world  had 
bardly  recovered  from  the  American  crisis  of  1907.  But  practical 
men  had  no  time  to  attend  to  the  matter,  and  the  article  only 
Bened  as  an  illustration  for  academic  discourses.  There  has  been 
DO  lack  of  similar  illustrations  in  subsequent  years. 

We  owe  it  to  Mr.  Bunciman,  more  perhaps  than  to  any  other 
single  person,  that  the  question  has  now  become  one  of  practical 
politics.  Speaking  in  the  House  of  Commons,  January  10th, 
1916,  he  observed  :  "If  we  are  to  do  more  in  the  future  our  banks 
must  be  a  little  more  adventurous.  If  they  cannot,  in  consonance 
with  their  present  system^  be  more  adventurous,  let  us  have 
8ome  additional  institutions.  At  all  events,  commercial  banking 
niust  play  a  large  part  if  we  are  to  hold  our  own  against  Ger- 
niany."  As  might  have  been  expected,  the  term  "adventurous  " 
8cted  on  our  bank  boards  like  a  red  rag  on  a  bull.  The  annual 
addresses  of  bank  chairmen  during  the  next  month  were  a  series 
^{  protests  against  the  Minister's  advice.    But  it  will  be  noticed 

»  The  Times  Financial  Supplement,  October  8th,  1909. 

L   L  2 
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that  Mr.  Bunciman  was  careful  to  spea 
way  or  other  our  banking  and  finance 
associated  with  our  industrial  and  co 
not  necessarily  by  direct  assistance  fron 
call  "banks  " — ^that  is,  the  great  depos 

Whatever  form  the  connection  tal 
system  in  some  share,  though  not  nece 
in  the  "venture  "  inseparable  from  enl 
to  abandon  adventure  to  the  United  Sta 
look  forward  confidently  to  the  decline 
macy.  It  was  precisely  by  adventure  il 
famous  companies  who  called  themselv 
knew  that.  The  extraordinary  develop 
in  the  last  twenty-five  years,  both  at  ho: 
due  to  the  adventure,  wisely  consider 
of  her  great  banking  groups. 

But  it  does  not  follow  that  it  is  t 
English  deposit  banks  to  engage  in  tl 
in  a  direct  fashion.  Bagehot,  writing 
with  our  English  type  of  bank  in  view 
life  of  commerce,  but  caution,  I  had  a 
life  of  banking."  The  dictum  has  be 
like  most  epigrams  seems  a  little  stra 
accepted  type  of  deposit  banking  is  one 
famous  estimate,  in  1876,  of  the  Eng 
not  soon  be  forgotten.  "The  whole  fa 
is  found  to  depend  upon  the  improba 
and  other  customers  of  the  banks  will 
and  suddenly,  so  much  as  one-twentiel 
which  they  have  a  right  to  receive  oi 
during  banking  hours."  ^ 

There  seems  a  spice  of  adventure, 
system  of  deposit  banking ;  and  it  expl 
the  outbreak  of  war.    The  fact  is  that  I 
type,  is,  like  insurance,  a  question  of  pr 
of  statistics,  or  "experience,"  as  the 
whether  any  given  business  risk  may  be 
applies  equally  to  deposit  banking  and 
Biesser  is  inclined  to  think  that  the  dt 
arising  from  an  extension  of  deposits 
arising  from  a  possible  lock-up  of  fu 
But  perhaps  both  Germans  and  Eng 
danger  of  business  with  which  they  a 

^  A  baiik«r  in  1890  put  the  proportion  at  i\tl 
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It  must  be  admitted  that  our  deposit  banks  are  not  equipped 
so  well  for  the  business  of  industrial  finance  as  their  Continental, 
aiid  especially  their  German,  rivals.  They  carry  enormous  cali 
liabilities  on  a  minimum  reserve,  and  they  work  mainly  with 
their  customers'  capital,  not  their  own.  "My  own  brains,  and 
other  people's  money,"  was  Lord  Overstone's  pithy  description  of 
his  business.  Lord  Inchcape  recently  protested  that  English 
banks  could  not  engage  in  industrial  finance,  because  they  ought 
not  to  risk  their  depositors'  money  to  make  larger  dividends. 
Hifl  protest  was  very  widely  endorsed ;  but  it  seems  entirely  beside 
the  mark,  not  to  put  it  more  strongly.  Do  the  German  banks 
trade  with  their  depositors'  money  to  make  higher  dividends? 
On  the  contrary,  German  bank  dividends  are  less  than  half  those 
declared  in  this  country ;  and  for  the  good  reasons  that  they  trade 
mainly  on  their  own  resources  and  hold  larger  reserves.  Kiesser 
tells  us,  as  the  result  of  an  inquiry  into  169  banks,  that  the 
paid-up  capital  and  reserve  of  these  banks  was  45  per  cent,  of 
their  liabilities.  The  proportion  in  this  country  at  that  time  was 
about  9  per  cent. ;  it  is  now  as  low  as  7  per  cent.  Hence  the 
German  banks  can  extend  their  industrial  and  trading  ven- 
tures without  serious  risk  to  depositors,  especially  as  their  share- 
holders are  content  with  modest  dividends.  It  is  possible,  as 
Riesser's  criticisms  imply,  that  they  may  have  carried  their 
ventures  somewhat  too  far;  and  it  is  evident  that  they  were 
beginning  to  drift  into  the  easier  courses  of  deposit  and  financial 
banking.  But  there  can  be  no  sort  of  doubt  that  the  older  type 
of  industrial  banking  has  been  a  main  cause  of  the  remarkable 
expansion  of  German  trade. 

If  we  survey  the  world  generally,  and  the  mass  of  economic 
literature,  we  shall  find  that  opinion  is  unanimous,  except  perhaps 
in  this  country,  that  the  proper  and  primary  business  of  a  banking 
system  is  to  finance^  industry  and  trade.  This  was  eminently 
the  case  with  the  old  Scottish  system,  which  has  been  praised  by 
experts  in  all  cotmtries,  and  often  described  as  the  classical 
banking  sjrstem*.  How  comes  it,  then,  that  there  should  be  any 
doubt  as  to  the  suitability  of  such  work  for  the  English  banks 
of  to-day? 

The  fact  is,  and  it  is  very  important  that  we  should  recognise 
it,  that  in  England  we  have  developed  a  system  of  banking  quite 
peculiar  to  ourselves.  The  late  Mr.  G.  H.  Pownall,  whose  death 
at  this  juncture  is  greatly  to  be  deplored,  laid  stress  on  this  point 
in  his  last  public  utterance.  In  his  Presidential  Address  to  the 
Institute  of  Bankers  he  observed  that   "the  British  banking 

*  I  ose  this  word  in  contradUtinction  to  mere  discounts  and  short  loans. 
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system  differs  from  all  others  . . .  and  it  cs 
ditions  of  the  half-bank,  half-investment, 
of  foreign  concerns."  Even  if  we  acce 
goes  to  show  that  our  banking  system  re 
for  we  cannot  afford  to  neglect  businsss 
regard  as  essential ;  and  this  is  the  case 
is  the  peculiar  character  of  English  bai 
does  it  limit  its  power  of  financing  indu 
When  Englishmen  speak  of  their  bar 
include  under  the  term,  as  a  foreigner  w 
machinery  of  the  London  market.  The 
deposit  banks,  connected  by  the  Cleai 
relation  with  the  Bill  Market  and  thi 
centring  in  the  Bank  of  England.  Outsi 
number  of  firms  and  institutions  of  thi 
sound  industrial  finance,  but  usually  ig 
sions,  because  these  discussions  have  I 
cemed  with  the  "banks."  We  shall 
outside  institutions  later.  Our  present 
"banks."  What  were  their  main  activ 
functions  to  which  their  resources  were  d 
were  for  the  most  part  engaged  in  the  ci 
two  great  currencies :  one  national  or  d 
national,  a  world  currency.  The  first  ct 
cheque,  or  bankers'  money,  in  which  t 
payments  are  made;  the  second,  the 
London  bill,  the  great  clearing  instrume 
The  flotation  of  these  currencies  involves 
responsibilities,  because  it  is  absolutely 
at  a  rigid  parity  with  gold,  convertible  c 
the  responsibilities  are  was  shown  to  the 
the  events  of  August,  1914.  Now  it  is 
neither  of  these  responsibilities  has  to  h 
extent  by  foreign  banks.  In  Europe  gei 
place  of  the  cheque  with  us,  the  cheque 
small.  The  note  is,  in  practice,  and 
tender ;  dnd  hence  the  issuing  bank  is  i 
of  a  run  due  to  internal  panic.  It  is  a  ui 
of  the  issues  must  not  exceed  three  tii 
the  banks  of  issue;  but  tliis  cash  resei 
marked  as  issue  reserve,  as  with  us,  and 
liabilities.  It  is  clear,  then,  that  the  C 
sequence  of  their  comparative  freedom  fi 
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sibilities,  are  better  able  to  turn  their  attention  to  other  banking 
duties. 

But  this  is  not  to  condemn  the  policy  by  which  English  banks 
have  built  up  these  currencies.  We  can  hardly  exaggerate  the 
services  thus  rendered  by  them.  They  have  carried  the  machinery 
of  remittance  to  the. point  of  absolute  perfection;  it  is  extremely 
convenient,  prompt,  and  costless.  Internal  exchange  rates,  the 
plague  of  European  countries  even  to  the  end  of  the  eighteenth 
century,  have  completely  disappeared  in  Great  Britain  since^that 
time.^  It  is  possible  that  improvements  may  not  stop  here. 
During  the  war  we  originated  a  system  of  gold  deposits  in  foreign 
centres — Ottawa,  Cape  Town,  Bombay,  etc. — which  we  may  hope 
to  see  developed  after  the  Peace,  until,  at  least  within  the  Empire, 
external  exchange  may  also  disappear. 

Of  course,  remittance  is  not  in  these  days  the  most  important 
of  the  services  a  good  banking  system  is  expected  to  render. 
Still,  it  is  very  easy  to  under-rate  its  value.  Kemittance  was  once 
the  merchant's  greatest  difficulty.  It  caused  the  rise  of  modem 
banking  expedients.  It  would  be  unfair  to  overlook  the  valuable 
facilities  of  our  English  remittance  service  just  because  it  works 
so  smoothly  and  cheaply  that  we  rather  take  it  for  granted.  Both 
our  banking  currencies  are  of  national  importance,  not  only  in 
their  immediate  and  obvious  effects,  but  in  their  indirect  conse- 
quences. This  is  recognised  far  beyond  our  shores.  Many  foreign 
countries — France,  Holland,  Bussia,  and  Germany  in  particular — 
are  making  great  efforts  to  extend  the  use  of  the  cheque ;  and  I 
need  hardly  say  that  our  position  as  the  world's  clearing-house, 
in  virtue  of  the  wonderful  currency  of  the  London  bill,  is  at  least 
equally  envied.  Both  currencies  have  served  us  well  under  the 
stress  of  war.  The  cheque  system  has  enabled  us  to  avoid  large 
issues  of  notes  and  to  minimise  inflation  of  currency ;  while  the 
reputation  of  the  London  bill  has  greatly  facilitated  the  operations 
of  our  colossal  wao:  finance,  and  the  adjustment  of  exchange 
difficulties. 

Our  banking,  in  short,  is  quite  first-rate  of  its  kind;  but, 
naturally,  it  has  the  defects  of  its  qualities,  and  these  have  much 
limited  its  sphere  of  action.  I  have  said  that  the  maintenance  of 
the  two  currencies  involves  heavy  and  incalculable  responsibili- 
ties. They  work  with  marvellous  smoothness  in  fair  weather, 
but  they  almost  presuppose  it.  If  the  conditions  of  credit  and 
foreign  trade  are  seriously  disturbed,  as  they  were  in  August, 
1914,  the  international  currency  may  involve  the  banks  in  almost 

*  Tbey  still  exist,  with  small  charges,  in  the  United  States;  though  the  new 
Federal  Reserve  Board  is  promoting  measures  to  abolish  them. 
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insuperable  difficulties.  The  domesi 
weathered  that  storm  remarkably  w€ 
measures  of  relief  conceded  to  the  bank 
measure  of  their  apprehensions. 

Hence  the  banks  which  cany  these 
term  loans  on  the  most  easily  realisa 
claim  that  goods  in  their  process  from  n 
product  in  the  hands  of  the  consumei 
always  be  freely  financed  by  English 
what  they  have  in  view  when  they  say 
not  the  long  and  often  large  loans  ne 
inception,  but  even  for  the  extension 
enterprise.  It  is  a  further  consequeu 
our  banks  must  incline  to  prefer  financ 
Stock  Exchange  loans  are  usually  for 
be  bought  in  the  bill  market  for  the  si 
can  be  lent  at  call.  What  investment 
a  three-months'  Treasury  Bill?  Millioi 
way  without  a  moment's  thought  or  cor 
pains  and  inquiry  would  be  necessary  t 
in  industrial  loans !  Again,  most  financ 
collateral  security,  security  which  can 
long  as  the  banks  are  able  to  rely  on 
Stock  Exchange.*  This  is,  indeed,  \ 
financial  banking,  but  London  is  ac 
respect. 

The  inevitable  consequence  of  the 
there  is  a  natural  tendency,  not  confi 
stronger  here,  for  banks  to  prefer  financ 
This  is  an  old  story.  As  long  ago  as 
complained  that  the  discounts  of  comm 
of  England  were  very  small  compared 
tions.  This  is  perhaps  necessary  in  the 
But  it  is  the  same  with  the  joint-stock 
to  supply  industrial  and  commercial 
Manchester  banker  wrote  last  Februar 
tion  to  banks  of  the  German  type  our  b 
tions."  If  the  difficulty  is  more  acute 
other  countries.    The  French    Govern) 

'  I  have  heard  a  great  banker  say  he  would 
marketable,  even  sardines.    But  these  are  short  ] 

2  Ceteris    paribus     securities  are    more    mar 
amount  of  the  issue.     Big  foreign  loans  will  ther 
to  usually  smaller  industrials.     This  is  another 
combinations.     Cf.   the  German  Dyers,  with   th< 
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mission  in  May,  1911,  to  study  the  question  of  making  adequate 
provision  for  industrial  advances.  Even  in  the  United  States, 
where  banking  has  never  been  afraid  of  adventuie,  we  find  the 
WaU  Street  Journal;  as  early  as  1904,  complaining  that  "the 
special  temptation  to  which  our  banks  are  now  subjected  is  the 
temptation  to  turn  from  commercial  to  financial  banking."  The 
new  Federal  Besorve  Act  contains  a  provision  expressly  inserted 
to  discourage  this  tendency.  Only  "commercial  paper"  is  to  be 
admitted  to  rediscount  by  the  Federal  Eeserve  Banks.^ 

With  us,  everything  is  sacrificed  to  "liquidity,"  though 
liquidity  must  certainly  break  down  under  any  serious  strain, 
as  it  almost  implies  fairly  normal  conditions.  The  net  result 
is  that  English  money  goes  to  finance  foreign  industry  instead 
of  our  own.  Mr.  Grant  tells  us  that  in  1912,  out  of  £191,000,000 
of  new  issues  on  our  market,  only  ^617, 500,000,  or  less  than  one- 
eleventh,  represented  home  issues;  in  1913  the  proportion  had 
fallen  to  one-thirteenth,  or,  according  to  the  Hon.  E.  H.  Brand, 
to  one-seventeenth.  It  is  open  to  German  banks  to  take  up 
unlimited  funds  in  our  short-loan  market  (and  similarly  in  Paris) 
to  finance  German  industries,  or  to  finance  foreigners  on  terms 
which  rob  us  of  our  natural  share  in  their  trade.  Our  own  money 
is  thus  used  against  us  because  our  great  banks  are  too  timid  to 
take  primary  risks.  They  prefer  to  give  acceptances,  as  Sir 
Edward  Holden  says  his  bank  does,  of  bills  "of  the  leading  banks 
in  the  world."  The  bills  thus  accepted  can  be  discounted  in 
London  ad  libitum,  and  at  the  lowest  rates.  The  amount  usually 
lent  on  short  loan  here  can  hardly  be  less  than  d6150,000,000; 
while  Mr.  Eeynes  put  the  total  of  London  acceptances  before  the 
war  at  d9350,000,000.  It  was  estimated  that  in  1912  we  were 
financing  Germany  by  acceptances  to  the  extent  of  d670,000,000 
a  year.* 

Thus  our  own  industries  go  a-begging,  or  are  driven  to  the 
tender  mercies  of  the  company  promoter,  while  we  lend  large 
sums  through  foreign  banks,  on  terms  which  deprive  our  indus- 
trials and  merchants  of  trade.'    It  is  a  great  sacrifice  to  make 

1  There  is,  however,  some  talk  now  of  relaxing  this  regulation. 

2  The  power  of  the  London  market  is  enormous  :  as  wae  shown  by  the  ease 
with  which  it  carried  nearly  £1,150,000,000  of  Treasury  bills  in  December,  1916. 

3  Prof.  Henri  Hauser  says  that  the  position  is  much  the  same  in  France, 
where  they  have  not  quite  the  same  excuse.  "A  French  merchant  may  see 
the  counters  of  one  of  our  credit  establishments  closed  to  him,  while  a  German 
banker  thereupon  opens  for  him  a  credit,  thanks  to  the  resources  assured  to 
the  German  banker  by  the  French  establishment.  This  is  truly  disconcerting.** 
It  is,  indeed;  for  German  finance  means  German  control,  German  espionage 
and  **  penetration."  See  an  illustration  of  this  in  the  Jour.  Inst.  Bankers, 
November,  1917,  p.  342. 
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at  the  altar  of  Caution.  Judicious  Adventure  might  in  the  long 
run  prove  a  better  investment.  Some  will  say  perhaps  that  it  is 
unfortunate,  but  that  London  can  only  retain  its  position  as  the 
world's  clearing  house  on  condition  of  allowing  international 
finance  of  this  type.  This  may  be  doubted ;  but  in  any  case  we 
should  not  overlook  the  other  side  of  the  account.  The  prefer- 
ence for  financial  banking  is  intelligible  enough.  It  may  con- 
ceivably be  necessary  for  banks  of  the  peculiar  English  type. 
But  it  is  certainly  disastrous  for  English  industry  and  trade. 
They  require  long  loans  and  large  loans ;  and  this  not  merely  to 
instal  new  undertakings,  or  to  equip  older  ones  with  up-to-date 
plant,  but  even  in  many  cases  to  enable  going  concerns  to  obtain 
big  competitive  contracts.  Our  enterprise  would  equally  benefit 
by  the  skilled  advice  which  a  great  financial  house  or  a  bank 
of  the  German  type  are  often  able  to  give.  Neither  kind  of 
assistance  can  be  obtained  from  our  banks.  The  only  alternatives 
are  resort  to  the  company  promoter  or  the  sale  of  debentures  to 
a  finance  or  trust  company.  These  are  mere  makeshifts,  utterly 
inadequate. 

After  all,  the  financing  of  industry  and  trade  should  be  the 
main  business  of  banking,  using  that  term  in  its  broader  sense. 
It  is  the  banking  system  which  collects  and  concentrates  the 
savings  of  the  community  :  it  should  be  its  chief  care  to  see  that 
these  are  placed  at  the  disposal  of  its  own  industry  and  trade, 
under  the  best  possible  conditions  for  success.^  This  is  precisely 
what  the  German  banks  have  done.  They  have  done  it  with 
such  conspicuous  success,  and  by  methods  and  machinery  so 
radically  different  from  our  own,  that  a  study  of  their  methods  is 
perhaps  the  best  way  by  which  we  Englishmen  can  approach 
the  subject.     German  methods  are  all  the  more  suggestive  for 

^  It  by  no  means  follows,  as  so  many  people  are  now  clamouring,  that  these 
credit  facilities  should  be  extended  to  all  kinds  of  business  indifferently,  big 
-or  small.  Nothing  would  be  gained  by  such  a  policy,  which  might  indeed  be 
considered  retrograde.  A  recent  report  of  the  British  Chamber  in  Brazil  de- 
serves notice  in  this  reference.  The  Committee  reporting  agree  that  there  is 
something  to  be  said  for  helping  able  young  men  to  set  up  for  themselves. 
But  their  general  view  is  thus  expressed  :  "  They  think  that  at  present  ample 
credit  facilities  are  obtainable  by  all  well-established  British  firms  in  Bio  de 
Janeiro,  and  that  these  firms  would  not  welcome  any  desire  on  the  part  of  the 
banks  to  give  [further]  credits.  Experience  has  shown  that  an  increase  in 
credit  facilities  means  that  third-  and  fourth-rate  firms  are  thereby  enabled 
to  compete  for  business  which  ought  to  be  in  the  hands  of  first-rate  firms, 
and  excessive  speculation  and  cutting  competition  are  the  results,'*  etc. — Jour. 
Lond.  Chamber,  November,  1917,  p.  275. 

It  would  be  easy  to  criticise  the  view  so  ingenuously  expressed  :  but  there 
is  truth  in  it.  It  is  possible  that  excessive  competition  may  injure  business, 
as  I  tried  to  show  in  a  previous  article;  and  the  multiplication  of  small  firms 
does  not  make  for  efficiency. 
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our  present  purpose  because  German  success  is  mainly  due  to 
organisation,  apd  it  is  precisely  the  organisation  of  our  ample 
existing  resources,  rather  than  the  creation  of  new  institutions, 
which  is  our  most  urgent  need. 


German  Banking  Methods. 

The  German  banking  system  is  in  its  general  structure  not 
unlike  our  own.  Unity  of  control  and  discount  policy  is  secured 
by  the  position  of  the  Eeichsbank,  whose  influence  in  the  money 
market  is  at  least  as  great  as  that  of  the  Bank  of  England, 
fortified  as  it  is  by  legal  powers  which  our  Bank  does  not  possess. 
It  is  surrounded  by  joint-stock  banks  which  in  size  are  not  faa: 
behind  our  own.  Indeed,  one  of  them,  the  Deutsche,  claimed,  as 
the  result  of  its  latest  amalgamation  (February,  1917)  with  the 
Nord-Deutsche  Credit-Anstalt  and  the  Schlesische  Bank,  fe>  be 
the  largest  bank  in  the  world.^  Taking  the  mark  at  its  pre-war 
parity  (a  great  concession)  the  paid-up  capital  and  reserve  of 
this  bank  were  (March,  1917)  d625 ,000,000,  and  its  total  resources 
£185,000,000. 

Here  we  may  stop  to  note  that  in  all  systems  there  is  a 
tendency  to  large-scale  banks ;  even  in  the  United  States,  where 
legislation  has  put  many  obstacles  in  the  way  of  their  growth. 
Big  banks  are  the  order  of  the  day.  It  is  idle  to  inquire  whether 
the  big  banks  have  made  big  business,  or  whether  it  is  the  scale 
of  business  that  has  determined  the  size  of  the  banks.  One  might 
as  well  ask  whether  the  egg  or  the  hen  came  first  in  time.  Big 
banks  and  big  business  are  necessary  consequences  of  the  same 
general  trend  of  development,  which  makes  big  finance  essential. 
Bagehot  foresaw  this  nearly  fifty  years  ago.  The  days  of  small  banks, 
he  said,  would  soon  come  to  an  end.  Eiesser  holds  that  "banking 
business,  even  of  a  domestic  nature,  cannot  be  undertaken  by 
establishments  of  only  moderate  size,  because  heavy  risks  have  to 
be  taken.  This  applies  in  even  greater  degree  when  it  is  a 
question  of  foreign  operations,  because  the  risks  are  still  more 
serious."  Hence  bank  amalgamations  are  in  progress  every- 
where. Canada  and  Sweden  present  some  of  the  latest  examples. 
They  have  nowhere  gone  further  than  in  this  country.  The  move- 
ment has  been  justified  by  its  results.  As  Mr.  Drummond  Fraser 
showed  ten  years  ago,  it  is  the  big  banks  that  progress  most 
rapidly.    The  smaller  banks  can  barely  hold  their  own. 

*  It  IB  now  left  well  behind  by  the  London  City  and  Midland  Bank,  which, 
iinca  its  union  with  the  Belfast  Banking  Company  in  June  last,  shows  a  total 
of  deposits  over  £200,000,000! 
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This  question  of  scale  apart,  the 
and  German  banking  is  most  maj-ke 
and  methodical »  is  the  characteristic 
the  source  of   its  power.      In  bankii 
individual  units  are  often  very  large, 
the  cartel  rather  than  of  the  combine, 
has  a  large  group  of  allied  banks  worli 
with  it.     Thus  the  Deutsche  group, 
gamations  by  the  Deutsche,  had  a   < 
£50,000,000;  the  Disconto  group  a  c 
Dresdner  more^  than  ^616,000,000 ;   tl 
schaft  £15,000,000;  the  Darmstadter 
hausen  £10,600,000.     Thus  the  six  1 
capital  of  £137,500,000.    The  whole  E 
Bank  of  England  excluded,  only  holds 
to  the  amount  of  £110,500,000. 

Further,  in  addition  to  this  prims 
banks  are  specially  organised  in  othe: 
financial  propositions.  They  combic 
classes  of  operations;  classes  based  s 
and  sometimes  on  industrial  or  techni 
have  combinations  for  Chinese  or  for  S 
again,  combinations  for  financing  the 
industries,  or  for  special  operations  of 
They  also  form  syndicates  or  Konsdrtiu 
loans  or  other  big  financial  ventures.  I 
such  organisation  as  our  banks  have 
matters  of  banking  practice  in  the  nai 
term,  and  is  not  aimed  at  co-operation 

The  result  is  that  in  Germany  risi 
banks  might  regard  as  dangerous  are  o 
distribution.  There  is  a  regular  stand 
writing.  All  risks,  too,  can  be  more 
capital  of  the  German  banks  is  so  mu( 
their  liabilities  than  in  England.  So 
only  show  a  proportion  of  5  per  cent 
45  per  cent. 

The  two  systems  differ  still  more 
business.    Where  we  confine  ourselves 
for  finance.    The  German  system  has  a 
relation  with  German  enterprise.    Tl 
Institute  of  Bankers,  Mr.  Pownall,  vol 
tradition  in  this  country,  says:  "A  bai 
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partner/'     Eightly  or  wrongly,  this  is  exactly  what  the  German 
bank  is.     German  banks  are  partners,  often  controlling  partners, 
"predominant  partners,'*  in  many  of  the  largest  and  most  suc- 
cessful   Grerman  enterprises.     Many  of  these  have  been  nursed 
from  their  earliest  beginnings  by  the  banks,  and  largely  owe  their 
success  to  guidance  received  from  them.    Georges  Lachapelle  tells 
us  that    in    1911    the   Deutsche    bank  was  represented  on  134 
different  boards,  the  Disconto  on  114,  and  the  Dresdner  on  112. 
Their   all-pervading  influence  is  well  described  by  Mr.  W.  K. 
Lawson.     "German  banking  does  not  stand  aloof  from  industry 
and  commerce  as  ours  does.  .  .  .  The  men  who  direct  the  Ger- 
man banks  are  all  the  time  in  close  touch  with  the  iron  and  coal 
industries,  the  manufacturing  and  trading  classes,  and  the  ocean 
steam  lines.    With  them  finance,  industry,  and  transportation  go 
hand  in  hand,  and  are  regarded  as  integral  parts  of  the  same 
problem.  .  .  .  The  German  banker  has  a  finger  in  everything  that 
is  going  on.     He  is  represented  directly  or  indirectly  on  the 
boards  of   manufacturing,  trading,  shipping,  and  mining  com- 
panies.    He  has  his  eye  on  all  the  staple  markets.    The  Bourse 
is  an  essential  part  of  his  domain.     Underwriting  is  one  of  his 
recognised  functions,  and  Germany  is  thereby  spared  many  of 
the    scandals  of    British   company  promoting.     He   has   corre- 
qxmdents  in  every  foreign  city  of  any  consequence.  .  .  .  These 
are  no  trifling  advantages  in  the  coming  struggle  for  international 
business.     What  have  our  London  banks  to  set  against  them? 
Simply  the  old  Lancashire  maxim  of  *  Every  man  to  his  own 
job.'  "^     As  the  Economist  puts  it,  "The  German  banks  .  .  . 
are  stock,  bill,  and  exchange  brokers  and  dealers,  banker-mer- 
chants, trust,  financial,  and  promoting  companies,  etc.     What 
may  be  described  as  their  chief  merit  and  defect  is  their  intimate 
connection  with  German  industrial  life.     There  are  few  com- 
mercial or  industrial  German  ventures,  be  they  private  concerns 
or  joint-stock  companies,  which  do  not  have  at  their  disposal  a 
fixed  credit— uncovered  (Blanko  Kredit)  or  covered  by  very  un- 
liquid  securities — ^with  one  or  more  banks.    Not  oidy  have  the 
banks  promoted  most  of  the  industrial  joint-stock  companies,  and 
retained  part  of  their  share  capital,  but  their  managing  directors 
remain  members  of  the  boards  of  these  companies,  and  draw  per- 
sonally large  incomes  for  their  services  in  this  capacity."*    Owing 
to  this  remarkable  variety  in  their  activities,  the  German  banks 
have  been  styled  "(riier/et  Enterprisen'^  maids  of  all  work,  a 
kind  of  financial  Universal  Providers.    Tt  is  easy  to  jibe  at  their 

1  BanhttM*  Magatine,  July,   1906. 
3  The  Economist,  OctoUr  21jit,  1911. 
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combination  of  functions  which  it  is  the  practice  with  us  to 
specialise ;  but  it  is  possible  to  carry  specialisation  too  far,  unless 
it  receives  its  necessary  supplement  in  organised  reconstitution. 
The  intimate  connection  of  German  banking  with  German  in- 
dustrial life,  while  it  has  elements  of  danger  for  the  banks,  is 
undoubtedly  the  main  cause  of  the  success  of  modem  German 
enterprise. 

Ill  the  descriptions  of  German  banking  just  quoted  stress  is 
laid  on  the  important  part  it  plays  in  the  business  of  issue  and 
flotation.  Here  we  have  one  of  the  most  striking  contrasts  with 
English  practice.  This  delicate  business,  which  we  leave  to  the 
company  promoter,  is  the  special  care  of  the  banks  in  Germany, 
where  the  company  promoter  scarcely  exists.  The  banks,  with 
their  large  staff  of  industrial  experts,  not  to  speak  of  the  many 
highly  trained  men  they  have  on  their  boards  of  directors,  are 
able  to  givg  the  most  intelligent  examination  to  all  schemes  put 
before  them ;  and  to  insist,  before  they  accept  any  new  proposi- 
tion, that  the  necessary  provisions  are  made,  whether  as  to 
capital  resources,  management,  or  scientific  assistance,  to  ensure 
that  the  undertaking  shall  have  a  fair  prospect  gt  success.  The 
company  promoter,  like  Gallic,  cares  for  none  of  these  things. 
His  concern  is  simply  with  the  profits  of  the  promotion.  As  soon 
as  he  has  contrived  to  get  Us  issue  quoted  at  a  premium,  and  his 
underwriters  have  unloaded  at  a  profit,  his  interest  in  the  enter- 
prise ceases.  "To  him,"  as  the  Times  says,  "a  successful  flota- 
tion is  of  more  importance  than  a  sound  venture."  When  it  is 
remembered  that  our  company  law  is  less  exacting  in  its  safe- 
guards than  that  of  any  other  great  business  community,  except 
perhaps  the  State  of  New  Jersey,  the  result  of  this  type  of 
promotion  can  easily  be  imagmed.  Here  is  a  German  estimate 
of  the  situation.  ''English  banks  furnish  the  money  for  the 
flotation  and  stock-exchange  business  without  thereby  securing 
the  slightest  control  for  themselves  over  the  business  of  specula- 
tion. Up  to  this  time  the  English  deposit  banks  have  not  suffered 
much  from  this,  but  it  is  well  known  that  English  speculation 
is  in  a  very  bad  way  because  no  influence  is  exerted  upon  it  by 
the  banks.  Nowhere  are  so  many  extravagant  speculations 
launched  as  on  the  London  Stock  Exchange.  .  .  .  Our  banks 
have  been  the  pioneers  of  industrial  development  ...  for  this 
our  thanks  are  due  chiefly  to  our  system  of  mixed  banks,  and  to 
the  proper  use  of  this  system."  ^    The  German  bank  issues  have 

*  Dr.  Jaff4,  3rrf  Otrman  Bankers*  Convention,  Hamburg,  September,  1907. 
There  is  always  a  certain  arrogance  in  Dr.  Jaffa's  criticisms,  bot  there  is  more 
truth  than  nsual  in  this  one. 
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been  enormous.  From  1885  to  1900  they  issued  on  the  German 
market  securities  for  more  than  £1,200,000,000.  The  Deutsche 
alone  made  fifty-eight  issues  in  1907.  In  1906  the  banks  placed 
d£33,OO0,000  in  industrial  issues,  besides  debentures  to  the  amount 
of  from  ^65,000,000  to  £15,000,000  annually.  That  this  direct 
co-operation  of  expert  financiers  with  the  promotion  of  industrial 
enterprise  is  of  the  greatest  value  to  industry  hardly  admits  of 
doubt.  The  German  banks  have  rendered  invaluable  service  in 
this  way. 

In  another  direction  German  banking  has  not  been  so  well 
advised.     Not  content  with  undertaking  the  business  of  issue, 
which  may  be  called  the  manufacture  of  securities,  the  German 
banks  are  also  the  principal  dealers  in  securities.    The  big  banks 
are  themselves  small  stock  exchanges.     They  do  not  use  the 
market,  as  our  banks  do,  through  their  brokers,  but  they  make  a 
market  themselves,  dealing  directly  with  their  own  customers. 
By  these  encroachments  on  the  proper  business  of  their  Stock 
Exchange,  already  the  victim  of  unintelligent  legislation,  they 
further  weaken  it  very  seriously.    Their  Stock  Exchange  is  out 
of  all  comparison  inferior  to  our  own.     But  an  eflficient  stock 
exchange  is  absolutely  essential  to  financial  and  banking  supre- 
macy.   It  was  largely  owing  to  the  eflSciency  of  the  English  Stock 
Exchange  that  London  took  the  place  of  Amsterdam  as  the  chief 
financial  centre  of  Europe.    No  doubt  Germans  \^ere  always  able 
to  use  the  London  Stock  Exchange  through  the  London  branches 
of  their  banks.    They  may  not  find  the  same  facilities  there  after 
the  war.    German   stock-exchange  policy  has  been  a  marked 
weakness  of  their  system.     Our  own  banks  are  not  altogether 
blameless  in  this  respect.    In  so  far  as  they  finance  speculative 
operations  outside  the  market,  the  existence  of  which  is  not 
revealed  at  the  usual  fortnightly  settlements,  they  make  the 
market  uncertain  and  apprehensive.    The  jobbers  become  timid, 
uneasy  until  ^they  have  evened  their  books.     Thus  their  work  and 
the  efficiency  of  the  market  generally  are  impaired.^ 

The  German  system  has  many  strong  points  which  I  must 
only  glance  at.  Their  banks  have  a  remarkable  network  of  alliances 
with  foreign  banking  houses;  as,  for  instance,  their  powerful 
New  York  connections  with  firms  like  those  of  Morgan,  Speyer, 
and  Euhn  Loeb.  Again,  there  are  many  important  foreign  banks 
which  they  have  either  founded  or  brought  under  German  control. 

'  It  was  given  in  evidence,  before  the  Stock  Exchange  Commission  of  1876, 
that  £300,000  of  Consola  had  been  sold,  just  before  closing,  without  putting 
down  the  price  one-eighth  against  the  seller.  Could  this  have  been  done  of 
late  years? 
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This  was  the  case  with  a  famous  Italian  bank,  through  whose 
agency  German  banks  obtained  immense  power  over  Italian 
business.  It  was  much  the  same  with  the  Banco  Alem&n  Trans- 
atlantico  at  Buenos  Ayres,  the  Deutsche-Asiatische  Bank  for  the 
Far  East,  and  the  Orient  Bank  for  the  Near  East.  In  every 
Balkan  State  there  was  an  institution  of  this  kind,  working  in 
the  closest  harmony  with  Germany's  financial  and  political  aims. 
A  mere  list  of  these  institutions  would  occupy  a  large  folio.  In 
all  their  foreign  work,  too,  the  Germans  have  shown  singular 
ingenuity  in  carrying  out  their  schemes  with  foreign  capital. 
"Germany."  says  Professor  Hauser,  "has  effected  the  surprising 
tour  de  force  of  securing  her  financial  supremacy  in  foreign 
countries  while  locking  up  very  little  of  her  own  capital."  Of 
the  £5,200,000  capital  of  the  Banca  Commerciale  Italiana  in 
1914,^  only  £180,000  stood  in  German  names,  or  less  than  3}  per 
cent.  Yet  Germany,  at  that  time,  held  practical  control  of  the 
bank  (the  situation  has  since  been  happily  altered).  So  far  as 
industrial  undertakings  are  concerned,  it  has  been  estimated 
that  Germany  contrives  to  obtain  control  by  an  investment  of 
not  more  than  one-eighteenth  of  the  capital  controlled. 

I  have  referred  in  a  former  lecture  to  the  various  agencies, 
none  too  scrupulous,  by  which  Germans  promote  their  export 
trade.  The  banks  furnish  the  necessary  financial  support,  and  at 
the  same  time  they  utilise  the  infiuence  thus  acquired  to  capture 
insurance  business  for  the  German  companies  and  to  place  in 
foreign  hands  shares  in  the  German  undertakings  they  have 
floated.  The  credit  policy  of  German  traders  is  a  well-known 
means  by  which  they  have  contrived  to  establish  themselves  in 
already  occupied  foreign  markets.  Here,  too,  it  is  by  the  aid 
of  their  banks  they  have  been  able  to  relax  the  sound  but  some- 
what severe  rules  of  credit  practised  by  rivals.  Last,  not  least, 
they  have  in  all  their  work  the  assistance  of  an  elaborate  system 
of  publicity,  usually  based  on  the  subsidising  of  locals  publications 
and  the  local  Press. 

The  machinery  thus  planned  by  the  banks,  and  in  which  they 
play  the  leading  r6le,  is  clearly  admirably  adapted  to  its  purpose 
of  fostering  German  trade.  Suppose  a  railway  is  wanted  in 
China.  The  Asiatische  Bank,  supported  by  its  powerful  German 
group,  is  able  to  provide  the  necessary  funds,  stipulating  that  the 
contract  must  be  placed  in  German  hands.  The  Deutsche,  or 
some  other^  German  bank  with  a  special  railway  connection,  will 
take  care  that  the  contract  is  placed  in  competent  hands.    The 

»  Now,  July  3rd,  1917,  £8,628,000. 
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whole  business  will  have  been  astutely  written  up  in  the  local 
Press,  and  every  available  means  used  to  obtain  the  concession. 
The  railway  may  be  half  built  before  we  could  have  floated  a 
company  to  raise  the  capital ;  and  so  a  valuable  contract,  with 
all  the  incidental  business  connections,  is  lost  to  Germany.  With 
Germany  finance  and  trade  go  hand  in  hand.  The  banks  never 
forget  to  insist  on  the  quid  pro  quo.  The  placing  of  business  in 
German  hands  is  the  invariable  condition  of  German  financial 
assistance. 

The  Position  in  this  Country, 

What  provision  have  we  in  London,  or  are  we  making,  to  do 
the  sort  of  work  which  has  been  described?  Nothing,  it  must 
be  said,  that  is  at  all  adequate.  Of  course,  it  is  true  in  a  sense 
that  every  kind  ol  financial  business  can  be  put  through  in 
London,  if  not  by  what  we  call  "banks,"  yet  by  other  financial 
machinery;  and  nowhere  in  the  world  do  financial  institutions 
of  the  highest  class  abound  as  they  do  in  London.  A  glance  at 
the  Bankers*  Almanac  or  any  similar  work  will  show  that  the 
financial  resources  of  London  are  absolutely  unrivalled.  Any 
kind  of  finance  might  be  managed  in  our  market,  most  kinds 
are.  The  real  question  is  whether  the  business  is  being  done 
in  the  best  way,  on  the  necessary  scale,  with  the  necessary 
I»:omptitude,  with  the  best  use  of  available  experience,  and  with 
the  proper  co-ordination  of  energies  and  resources. 

The  fact  is  that  we  had  carried  specialisation  to  an  extreme. 
Foreign  exchange  was  relegated  to  special  firms,  largely  foreign 
houses,  or,  if  English  houses,  managed  by  foreigners;  or  else 
carried  on  by  foreign  and  colonial  banks.  Bill  discounting,  again, 
was  mostly  left  to  a  special  body  of  bill-brokers,  hardly  to  be 
found  elsewhere.  Foreign  trade  was  largely  catered  for  by 
colonial  and  foreign  banks  and  by  the  exchange  houses.  Issue 
business  was  principally  done  by  merchant  bankers  or  issuing 
houses,  and  was  for  the  most  part  on  account  of  foreign  countries. 
Home  industry  was  left  to  the  company  promoter  and  the  various 
finance  and  trust  companies^;  assisted,  no  doubt,  in  many  cases 
by  some  of  the  larger  stock-broking  firms,  and  particularly  by 
certain  firms  of  provincial  brokers.'  I  do  not  say  that  there  was 
not  a  certain  amount  of  informal  co-operation  between  these  inde- 
pendent agencies.    But  in  general  there  was  no  systematic  and 

1  Sir  George  Touche  suggests  that  these  latter  companies  should  be  organ- 
ised, 80  at  to  secure  some  ''unity  of  action.*'  Mr.  Robert  Fleming  puts  their 
aggregate  capital  at  jD100,000,000. 

2  For  instance  the  firm  of  George  White  and  Sons,  Bristol. 
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regular  co-ordination  of  their  operatic] 
deserves  the  name,  suffered  from  excei 
almost  complete  lack  of  organisation. 

We  have  made  some  progress  of  late  ji 
have  greatly  ehlarged  the  scope  of  their 
developed  foreign  exchange  departments, 
important.    They  are  taldng  a  large  share 
as  to  v^hich  much  might  be  said.      The 
branches,  or    controlled    establishments, 
notably  in  France,  Spain,  and  Russia, 
entering    into    intimate    relations  vdth 
instance,  with  the  two  great  Italian   bai 
merciale  and  the  Credito.    Again,  many  i 
trade  have  recently  been  established,  as, 
and  Scandinavian  trades. 

All  this  is  very  good  as  far  as  it  goes, 
open  to  a  fundamental  objection.    It  lacks 
intimate  connection  with  the  national  in( 
foundation  for  overseas  finance  is  well-fin; 
All  the  foreign  enterprise  of  the  German  b 
an  intimate  knowledge  of  the  resources  ai 
own  industries,  obtained  by  careful  study  i 
preliminary  financing.     Now-  our  colonial 
are  quite  distinct  from  our  home-banking 
are  in  touch  with  home  industry  as  the  Gen 
regular  banks  are  always  ready  to  accomn 
temporary  loans  on  excellent  terms.    But  t 
as  their  province  to  concern  themselves  wit] 
ment  of  laa:ge-scale  enterprise,  whe^er  at  ] 
for  example,  a  great  issue  house  would.    Th 
special  study  of    industrial    technique,  or 
generally,  except    so  ^ar    as    they  affect   i 
Industry  has  thus  lost  the  valuable  advice  a 
issue    house  could    offer,  advice  more  valua 
mere  capital  loan :  while  the  banks  in  their 
insight  into  the  industrial  and  trading  situati 
far  to  compensate  them  for  any  risks  inheren 
cult  type  of  finance. 

The  loss  to  our  home  industry  is  only  too  ( 
obtain  from  the  banks  the  means  of  making 
installations,  or  the  extensions  and  reoonstru< 
sary  by  the  progress  of  industrial  technique,  < 
ments  of  rival  firms  in  other  countries;  nor 
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loans  which  are  often,  in  practice,  essential  to  the  securing  of 
big  foreign  contracts.  Finance  of  this  kind  involves  a  lock-up 
of  resources  which  our  deposit  banks,  without  special  supple- 
mentary organisations,  cannot  entertain.  In  most  foreign  coun- 
tries this  finance  can  be  arranged  by  "banks"  ot  some  kind. 
German  banks  lay  themselves  out  for  it,  and  so  do  certain  credit 
institutions  in  France. 

If  our  great  Issue  Houses  would  take  up  this  business  their 
help  would  be  invaluable.  They  Me  accustomed  to  make  ex- 
haustive examinations  of  propositions  submitted  to  them.  They 
employ  expert  engineers,  accountants,  and  lawyers;  and  every 
pertinent  detail  in  regard  to  process  of  manufacture,  plant 
management,  eamings,  labour  conditions,  and  past  history  is 
taken  into  account.  But  the  issue  houses  fight  shy  of  ordinary 
home  industrial  proposiEons.  They  prefer  those  put  forward  by 
foreign  Governments,  municipalities,  or  the  very  largest  trans- 
port companies.  As  a  rule  o^r  English  industries  are  too  small 
in  scale  to  attract  the  issue  houses;  the  securities  would  not  be 
marketable.  Thus  we  are  involved  in  a  vicious  circle  which  it 
will  want  some  courage  to  break.  Our  industries  are  inade- 
quately capitalised,  because  they  cannot  get  properly  financed; 
they  can't  get  financed  because  their  capital  is  inadequate.  Even 
if  this  difficulty  were  removed,  as  it  must  and  will  be,  another 
would  remain.  The  English  investor  does  not  take  kindly  to 
industrials.  The  issue  houses  would  not  find  it  so  easy  to  unload 
those  they  had  become  rei^nsible  for.  It  seems  clear  that  either 
by  relating  themselves  to  large  banks,  or  to  credit  institutions 
of  a  different  type,  they  must  endeavour  .to  distribute  the  inevit- 
able risks  of  having  to  wait  some  time  before  the  issues  are  com- 
pletely taken  up.  Those  who  ought  to  know  tell  us  that  even 
in  the  United  States  issue  houses  will  seldom  take  up  a  concern 
in  fts  initial  stages.  They  leave  this,  curiously  enough,  to  the 
weaker  houses ;  in  proportion  as  a  house  becomes  strong,  it  tends 
only  to  consider  going  concerns.  The  question  hardly  arises  in 
LondcMi,  where  the  issue  houses  scarcely  cater  for  home  industry 
at  all. 

The  small  contribution  made  by  the  issue  houses  to  industrial 
finance  is  a  matter  for  regret.  It  is  certain  that  the  experience 
at  the  disposal  of  these  houses,  is  most  valuable,  and  ought  not 
to  remain  exclusively  in  the  City,  to  be  employed  on  foreign 
enterprise,  but  should  be  made  available  for  the  guidance  and 
stimulus  of  our  own  industries.  We  are  told  that  banks  and 
issue  houses  alike  are  waking  up  to  the  fact  that  in  many  respects 
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the  management  and  plant  of  our  home  industries  are  not  nearly ' 
so  good  as  they  bad  assumed  them  to  be ;  ^  and  that  if  this  con- 
dition of  things  is  to  be  remedied  there  must  be  greater  co-opera- 
tion between  the  City  and  Industry  than  there  has  been  in  the 
past.  Banks  and  issue  houses  should  keep  in  closer  touch  with 
our  industrial  establishments,  and  associate  themselves  to  a 
greater  extent  with  their  managements  and  their  methods.  No 
one  has  more  to  gain  by  such  an  association  than  the  so-often 
victimised  investor.  "The  .real  issue,"  writes  Mr.  Lawson 
(February,  1916),  "is,  where  do  we  find  the  best  industrial  results? 
In  the  slop-work  of  the  British  company  promoter,  or  in  the 
scientific  work  of  the  German  bank?  .  .  .  There  is  a  widely-felt 
need  for  some  kind  of  bank  or  trust  company  which  could 
guarantee  to  the  investing  public  a  reasonable  amount  of  adminis- 
trative, financial,  and  technical  skill  in  the  management  of  new 
ventures." 

The  establishment  of  the  new  British  Trade  Corporation, 
chartered  last  April,  is  the  latest  response  to  this  need.  Until 
it  has  embarked  on  actual  operations  it  will  not  be  easy  to  ascer- 
tain the  precise  functions  it  will  serve.  It  is  to  have  an  Informa- 
tion Bureau  and  an  Intelligence  Department,  much  like  the 
machinery  of  an  issue  house  or  a  firm  of  merchant  bankers.  There 
are  representatives  of  commerce  and  industry  on  its  board,  and 
it  is  to  be  aided  by  a  staff  of  technical  experts.  The  chief  appoint- 
ments hitherto  made  have  been  generally  approved.  Its  own 
initial  capital  is  d910 ,000,000 ;  and  it  h(^s  to  be  further  aided 
by  contributions  £rom  the  banks.  It  has  taken  powers  to  do 
acceptance  business,  and  it  is  stated  that  it  is  not  to  interfere 
in  any  way  with  the  operations  of  the  British  and  colonial  banks. 
From  these  last,  and  other  statements  that  have  been  made,  I 
find  it  difficult  to  conjecture  what  the  precise  character  of  its 
operations  will  be,  and  criticism  can  only  be  hypothetical. 

It  may  be  said  at  once  that  it  is  a  step  in  the  right  direction, 
and  we  hope  that  its  foundation  may  give  an  effective  lead  to 
public  opinion.  There  are  some  indications  that  it  aims  primarily 
at  foreign  rather  than  home  developments.  I  hope  this  impression 
may  prove  to  be  unfounded.  If  not,  as  I  have  already  said,  we 
are  beginning  at  the  wrong  end.    It  was  the  close  union  between 

^  As  an  iUustration,  a  writer  in  the  Bound  Table  for  December,  1916,  makes 
the  following  almost  incredible  statement : — "  A  very  large  proportion  of  the 
coal  used  in  this  country  is  still  used  in  plants  involving  a  coal  consumption 
from  five  to  fifteen  times  greater  than  the  best  that  can  be  done  to-day,*'  p.  35. 
I  do  not  know  on  what  authority  these  figures  rest.  But  that  a  large  pro- 
portion of  our  industrial  plant  is  very  inefficient  is  patent  to  the  ordinary 
observed. 
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the  financial  expert  and  the  captain  of  industry  that  gave  German 
industry  its  remarkable  eflSciency,  without  which  its  foreign  trade 
and  overseas  competition,  however  ingeniously  financed,  must 
have  failed.  We  look  in  vain  for  financial  institutions  in  England 
which  have  the  knowledge,  and  are  prepared  to  play  the  part, 
of  these  German  banks.  Mr.  Brand  tells  us  that  "London  knows 
very  little  of  British  industries";  that  it  has  "no  institutions 
whose  aim  it  is,  as  it  is  the  aim  of  German  banks,  to  act  as  a 
kind  of  general  staff  to  industry  " ;  and  that  there  is  "a  peculiar 
lack  of  contact  between  the  chief  financial  centre  of  the  world 
and  the  industry  of  its  own  country."  It  did  not  require  the 
revelations  of  the  war  period  to  show  that  this  isolation  of 
industry  from  finance  has  been  Qiost  unfortunate. 

It  seems  very  unlikely  that  any  one  institution,  however  ably 
directed,  can  do  more  than  a  small  part  of  what  is  wanted.  It  is 
clearly  impossible  for  it  to  make  an  adequate  survey  of  all  indus- 
tries, at  home  and  abroad.  Nor  is  this  necessary.  So  far  at  least 
as  foreign  business  is  concerned,  ample  and  more  than  ample 
machinery  already  exists  in  London.  I  would  rather  see  the 
resources  of  this  great  corporation  devoted  to  the  organisation 
of  our  existing  institutions  than  to  the  addition  of  a  new  com- 
petitor with  them.  So  far  as  home  finance  is  concerned,  tor 
which  no  doubt  new  machinery  is  required,  I  think  Mr.  Drum- 
mond  Fraser's  new  proposals  are  more  promising.^  His  idea  is 
to  establish  local  credit  associations  at  great  industrial  centres; 
for  instance,  in  such  places  as  Manchester,  Bradford,  Birming- 
ham, etc.  He  thinks  such  associations  might  be  largely  financed 
by  the  banks  working  iji  the  respective  districts;  and  it  is 
believed  that  a  scheme  of  this  kind  is  already  on  foot  in  the 
Manchester  district.  Local  credit  associations  of  this  type  would 
have  an  intimate  knowledge  of  industrial  conditions  and  personnel 
such  as  could  hardly  be  expected  in  the  case  of  a  house  working 
in  a  great  international  market  like  London. 

We  are  too  apt  to  ignore  existing  resources.  When  the 
British  public  gradually  begins  to  recognise  the  immense  import- 
ance of  things  experts  have  long  been  trjring  to  do  with  inadequate 
means,  and  no  intelligent  support,  the  cry  is  always  for  a  brand- 
new  institution.  It  would  generally  be  wiser,  and  certainly  in 
this  case,  to  utilise,  and  extend,  and  suitably  organise,  the  vast 
resources  that  already  exist,  but  of  which  so  much  more  might 
be  made. 

Whatever  form  our  industrial  finance  may  ultimately  take, 
it  will  probably  be  better  to  provide  machinery  for  the  purpose 

*  See  his  Finance  After  the  War,  February,  1917,  pp.  26.  27. 
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outside,  though  not  out  of  relation  to 
deposit  banks;  and  it  will  be  as  well 
"bank  "  in  connection  with  work  of  tl 
because  the  term  has  a  specially  narro 
Francis  Piggott  suggests,  the  French  U 
point :  Cridit  Fancier  and  Cridii  MobU 
we  have  neither,  at  least  on  the  scale 
do,  while  working  in  harmony  with  Nai 
hampering  ourselves  by  State  assistance 
as  home  finance  is  concerned,  by  State 

To  sum  up  a  rather  long  exposition, 
radical  fault  of  our  system  lies  in  the  f 
distinguished  from  our  banking,  instil 
with  our  industries,  with  the  natural 
industries,  or  the  majority  of  them,  are  6 
tion  and  equipment.  If  this  is  so,  then 
reforms  must  be  judged  by  the  probabil: 
this  defect. 

A  word  in  conclusion.  If  I  have 
Germany  in  this  lecture,  it  is  because 
precisely  where  our  own  system  is  weaki 
be  learnt  from  her  experience,  either  f< 
But  I  do  not  fear  German  rivalry  in  1 
world  is  awake  to  her  unscrupulous  U8( 
that  we  are  becoming  sensible  of  our  o\ 
only  one  country  in  the  world  that  haa 
comparable  with  our  own.  While  we  h 
been  striding  ahead.  I  refer,  of  course, 
latest  ally,  the  United  States. 
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The  System  of  Financial  Administratioi\  of  Great  Britain.  A 
Report  by  William  F.  Willoughby,  Westel  W.  Wil- 
LOUGHBY,  and  Samuel  McCune  Lindsay.  With  an  Intro- 
duction by  A.  Laurence  Lowell.  (New  York  :  Published  by 
Appleton  and  Co.  for  the  Institute  of  Government  Research. 
8vo.     Pp.  362.     1917.) 

The  Natioruil  Budget  System  and  American  Finance.  By 
Chables  Wallace  Collins.  (New  York :  The  Macmillan 
Co.    8vo.    1917.    Price  $1.25.) 

The  Principles  and  Practice  of  the  System  of  Control  over  Par- 
liamentary  Grants.  By  Colonel  A.  J.  V.  Dubell,  C.B., 
Chief  Paymaster,  War  Office.  With  a  foreword  by  Sir 
Charles  Harris,  K.C.B.,  Assistant  Financial  Secretary,  War 
Office.  (Portsmouth  :  Gieves  Publishing  Co.  8vo.  Pp.  519. 
1917.    Price  21s.) 

These  three  works  are  gratifying  evidence  of  the  fact  that 
in  America  and  in  England  increased  attention  is  being  bestowed 
upon  the  study  of  formal  financial  administration.  Popular 
interest  in  finance  is  inevitably  deepened  and  widened  by  heavy 
taxation,  and  we  may  be  sure  that  the  world  will  see  a  great 
output  of  financial  literature  in  the  next  twenty  years.  The  most 
clamorous  questions  will  be  whether  the  load  can  be  lightened 
or  better  adjusted ;  and  in  this  connection  ,the  cost  s^d  efficiency 
of  the  machinery  of  financial  administration  is  very  important. 
The  first  thing  is  to  see  and  understand  things  as  they  are ;  the 
second  to  ascertain  how  they  can  be  improved ;  the  third  to  take 
action.  Comparative  study  may  yield  useful  wamingB  or  valuable 
suggestions.  But  the  member  of  Parliament  or  the  publiciat  who 
desires  to  study  the  financial  systems  of  other  countries  will  at 
present  find  little  to  help  him  in  the  library  of  the  British 
Museum.  Adequate  and  accessible  description  is  still  sadly 
lacking  as  to  many  countries. 
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The  Trustees  of  the  Eockef  eller  Four 
for  inquiry  to  be  made  by  American  p: 
ancial  systems.  The  Professors  visited  tl 
to  the  Continent,  but  their  labours  war 
break  of  war,  and  their  Beport  deals  on 
United  Kingdom  (which  they  inscrui 
Britain),  The  claim  on  the  wrapper  thai 
tative  detailed  account"  of  our  system 
publishers  only.  It  is  not  the  first  ao 
proper  sense  authoritative.  It  is,  bowe 
should  well  serve  its  purpose  with  the 

In  description  the  volume  does  not  g( 
the  reader  may  find  in  my  Financial 
Kingdom,  1914,  or  in  The   System  o} 
Mr.  E.  Hilton  Young,  M.P.,  which  apj 
year.    In  some  respects  it  covers  less  g 
lapses  from  accuracy.    For  example,  the 
said  to  be  "composed  of  principal  cler! 
junior  clerks  "  (p.  173).    There  is  only  o 
is  a  member  of  the  class  of  senior  clerks,  1 
merely  indicating  his  special  duty.    The 
"in  addition  to  submitting  estimates  for 
in  performing  work  directly  in  its  charge 
submits  estimates  for  all  public  works  p 
of  the  United  Kingdom,  Harbours,  Bat 
perty.  Public    Works    and    Buildings, 
Ireland,"  is  a  curious  misapprehension, 
the  Commissioners  of  Public  Works  in 
but  with  the  rest  the  Office  of  Works, 
Ireland,  has  no  more  to  do  than  the  mai 
estimates  are  of  course  laid  before  the  Trei 
are  submitted  by  the  Treasury  to  the  Hou 

It  would  be  ungracious  to  dwell  upon 
are  almost  inevitable  in  observation  from 
interest  of  the  report  to  English  readers 
criticism,  which  it  would  take  us  too  lor 
The  demand  in  the  United  States  for  a  '. 
ported  by  comparison  with  English  met! 
fessors  are  on  the  whole  highly  appreciati 
presentation  of  the  needs  of  the  public  sc 

Mr.  Collins  fights  on  the  same  side. 
though  brief  description  of  the  defects  oi 
The  departments  send  in  their  estimates, 
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no  power  to  criticise  or  revise,  to  be  laid  before  Congress.  "About 
fourteen  independent  committees  of  the  House  and  fifteen  of  the 
Senate  *'  take  these  proposals  as  the  basis  for  a  number  of  appro- 
priation bills.  The  Committee  of  the  House  examines  the  officials 
of  the  spending  departments,  adds  new  items »  revises  (and  fre- 
quently increases)  the  amounts  asked  for,  and  finally  drafts  for 
its  group  a  Bill  which  is  reported  to  the  whole  House.  On  the 
report  stage  further  changes  are  made,  usually  in  the  direction 
of  increased  expenditure.  The  Bill  goes  to  the  Senate,  where  it 
is  sometimes  practically  rewritten  and  increased  in  Committee 
after  a  new  hearing  of  officials,  is  further  augmented  on  report  to 
the  Senate  as  a  whole,  and  returned  to  the  House  for  concurrence. 
Differences  are  adjusted  by  a  conference  committee  of  three 
members  from  each  House.  "The  Senate  confereeo^usually  insist 
upon  their  increases  with  such  persistence  that  the  House  con- 
ferees accede  to  the  greater  number  of  them.'*  The  Bills  as  agreed 
are  finally  passed,  and  it  is  only  when  late  in  the  session  they 
are  all  added  up  that  it  is  possible  to  form  an  opinion  how  much 
the  United  States  Government  proposes  to  spend  in  the  year. 
The  provision  is  settled  by  amateur  members  usually  selected  by 
seniority.  "Log-rolling"  and  "pork-barrel"  influences  insert 
items  which  the  responsible  officials  do  not  desire,  and  possibly 
strike  out  or  reduce  items  which  these  officials  deem  important. 
There  is  no  correlation  with  estimated  income.  The  permanent 
revenue  laws,  and  especially  indirect  taxation  on  imported  com- 
modities, usually  provide  in  normal  times  enough,  and  more  than 
enough,  to  cover  the  expenditure.  "This  business,"  wrote  Presi- 
dent Wilson  on  January  30th,  1913,  "of  building  up  the  expense 
of  the  nation  piece  by  piece,  will  certainly  lead  us  to  error  and 
perhaps  embarrassment."  The  Progressive,  Republican,  and 
Democratic  parties  have  all  inserted  in  their  political  platforms 
the  plank  of  a  businesslike  Budget.  The  reluctance  of  Congress 
to  relax  its  privilege  of  initiative  is  the  main  obstacle.  The  con- 
stitutional difficulties  which  Mr.  Collins  discusses  will  doubtless 
be  surmounted  by  the  growing  impulse  for  reform,  stimulated 
as  it  is  by  the  novel  financial  situation. 

The  methods  of  France,  Germany,  Switzerland,  and  Japan 
are  briefly  described,  as  well  as  our  own,  and  Mr.  Collins  offers 
some  practical  suggestions  derived  from  the  comparison.  His 
book,  though  primarily  addressed  to  the  American  citizen,  is  well 
worth  the  attention  of  students  everywhere. 

Colonel  Durell  presents  us  with  an  intensive  examination  of 
our  system  of  control  over  Parliamentary  grants.     In  a  pithy 


Digitized  by 


Google 


626  THB   BOOKOBOO   J 


foreword  Sir  Charles  Harris  commend 
tion  of  the  whole  subject  with  its  sy 
authorities  on  every  point."    It  is  un^ 
useful  compendium  of  practically  ever] 
or  said  on  the  subject,  but  it  has  the 
is  what  our  French   friends  call  un 
thousands  of  extracts  from  the  Bepc 
(Committees    and    other    Blue-books, 
Hallam,  Todd,  Bagehot,  May,  Anson 
and  other  sources  are  strung  together 
unpacks    his    notebook  into    a    thesis 
repeated  again  and  again  in  nearly  tt 
chapters,  while  the  authorities  cited 
sometimes  of  doubtful  value.     The  fre 
sard  or  from  witnesses  before  committe 
of  the  person  who  is  quoted.    On  the  o 
ancient  sentiment  as  "a  good  system  o 
revenue"  prefaced  by  the  words  "as  B 
side-note  referring  to  "The  Life  of  Gl 
the  quotation.    We  could  have  wished 
himself  loose  from  his  material,  made  a 
and  given  us  (as  he  is  evidently  well  fit 
subject,  culminating   in   a   description 
system.    Three  chapters  on  Control,  as 
as  it  might  be,  would  make  a  clearer  pic 
the  author  observes  a  natural  reticence, 
the  point  that  external  inquiry  into  tl 
must  not  "trespass  on  administration" 
sibility  of  the  department,"  and  his  i 
inquiry  would  do  more  harm  than  good, 
questions  awaiting  solution.     The  Put 
and  the  Comptroller  and  Auditcr-Gener 
high  encomium  passed  upon  them.    But 
embracing,  and  there  is  no  a  priori  reasc 
of  results,  revealing  perhaps  defective  < 
waste  of  time,  energy,  and  money,  sh( 
which  are  feared. 

An  illustration  may  make  this  clear.  ' 
Chapters  from  my  Official  Life,  Sir  C.  '. 
an  example  of  "the  carelessness  which  i 
in  a  public  office  unless  accidentally  brou^ 
was  instituted  into  the  administration  of 
Pensioners,  and  the  Government  actuary 
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report.  The  result  was  that  he  arrived  at  the  startling  discovery 
that  the  average  life  of  a  Chelsea  Pensioner  was  135  years !  It 
turned  out,  in  a  large  number  of  cases,  that  after  the  old  pen- 
sioner had  died,  his  relatives  were  in  the  habit,  quite  as  a  matter 
of  course,  of  presenting  themselves  and  drawing  his  pension, 
without  any  detection  on  the  part  of  the  office." 

Now  here  we  have  the  National  Debt  Office,  which  had 
nothing  to  do  with  Chelsea  Hospital,  pointing  out  the  demerits 
of  expenditure  without  trespassing  on  administration,  or  weaken- 
ing the  responsibility  of  the  department,  or  doing  anything  but 
good  to  the  public  service.  Sir  Kivers  Wilson  was  an  eminent 
public  servant.  But  why  should  we  acquiesce  ,in  the  view  that 
such  things  must  continue  undetected  ''unless  accidentally 
brought  to  light?"  Scientific  administration  would  reveqj  them 
as  certainly  as  the  clinical  thermometer  discovers  a  high  tempera- 
ture. Is  it  worth  while  to  have  some  expert  or  experts  who, 
while  eschewing  questions  of  policy,  will  do  for  the  merits  of 
expenditure  what  the  Comptroller  and  Auditor-General  does  for 
its  formal  propriety?  That  is  perhaps  the  one  thing  that  matters 
most  in  the  control  of  expenditure  at  the  stage  at  which  we  have 
now  arrived. 

Henry  Higgs 


Financial  Chapters  of  the  War.    By  Alexander  Dana  Noyes. 
(London  :  Macmillan  and  Co.,  Ltd.    Pp.  255.    8vo.    1916.) 

In  Mr.  Noyes  New  York  has  a  City  Editor  who  has  for  many 
years  been  the  trusted  and  trustworthy  guide  of  those  who  desire 
to  follow  and  understand  the  financial  movement  in  the  United 
States.  To  fullness  of  knowledge,  balance  of  judgment,  sagacity, 
penetration,  and  the  historical  sense  he  adds  the  gift  of  lucid 
explanation,  and  we  were  sure  in  advance  that  his  "Financial 
Chapters  "  would  be  well  worth  reading.  Writing  in  September, 
1916,  before  his  country  had  joined  in  the  war,  he  exhibits  some 
neutral  reserve  and  detachment  from  political  controversy, 
aspiring  merely  "to  describe  clearly  and  explain  without  tech- 
nicality the  remarkable  financial  and  economic  episodes  which 
have  attended  the  European  War."  As  he  justly  remarks,  the 
lack  of  clear  contemporaneous  exposition  of  the  financial  events 
of  past  great  wars  is  one  of  the  greatest  obstacles  to  our  full 
hist(»rical  comprehension  of  them.  "The  actual  and  relative 
importance  of  many  economic  phenomena  of  the  period  cannot  be 
determined  conclusively  until  the  war  itself  is  over.     But  it  is 
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possible  at  least  to  give  the  general  public  the  means  of  under- 
standing what  has  happened  already." 

What  has  happened  of  financial  interest  in  the  first  two  years 
of  the  war  is  described  with  ability  and  illuminated  by  much 
shrewd  comment  and  reflection.  The  opening  chapter  on  "Pre- 
cedent and  Prediction"  will  not  abash  the  incorrigible  race  of 
prophets.  The  opinions  of  the  banking  community,  the  estimates 
of  statisticians,  the  forecasts  of  experts  drawn  from  the  experience 
of  history  or  the  particular  circumstances  of  the  day,  have  all 
been  wide  of  the  mark.  There  is  no  greater  presumption  of 
infallibility  in  the  confident  expectations  which  are  current  as  to 
the  financial  and  economic  consequences  of  the  war  than  there 
was  in  favour  of  the  views  widely  held  in  1914.  In  many  respects 
Mr.  Noyes  notes  a  startling  parallel  with  the  Napoleonic  War. 
Twelve  nations  were  simultaneously  at  war  in  1815 ;  twelve  were 
at  war  exactly  a  hundred  years  later;  "Pitt's  subsidies"  re- 
appeared on  an  immensely  expanded  scale;  the  great  collision 
over  the  rights  of  neutral  ships  repeated  step  by  step  the  story 
of  the  Orders  in  Council,  the  Berlin  Decree,  and  the  paper 
blockades  of  the  Napoleonic  conflict.  "The  greatest  of  the 
neutral  Powers  lived  over  again,  with  remorseless  coincidence  of 
causes  and  yet  with  the  most  impressive  contrast  of  circumstances, 
the  long  series  of  episodes  which  led  up  to  the  American  War  of 
1812."  History  repeated  with  dramatic  accuracy  political, 
military,  and  financial  episodes  of  the  last  great  w£ur ;  and  yet  the 
economic  history  of  the  present  war,  during  hostilities  and  after- 
wards, cannot  be  foretold  from  the  records  of  a  century  ago. 
The  prodigious  cost  of  modem  war  and  the  introduction  of  new 
factors  upset  the  process  of  reasoning  by  analogy.  The  teaching 
of  history  is  valuable  when  we  can  disentangle  causes  and  effects, 
but  we  must  look  carefully  for  new  causes  before  we  estimate 
the  probable  new  developments. 

The  assumption  that  people  will,  individually  and  collectively, 
act  in  accordance  with  what  they  think  to  be  their  pecuniary 
advantage  is  responsible  for  many  of  the  blunders  political,  mili- 
tary, financial,  and  administrative,  which  history  will  record  of 
this  war.  It  is  a  good  working  hypothesis  in  the  market-place 
in  time  of  peace,  but  war  produces  great  psychologic  change.  In 
his  last  interview  with  the  British  Ambassador  the  German  Chan- 
cellor asked:  "Has  England  counted  the  cost?"  Like  the 
Belgians,  the  oversea  Britons,  and  our  American  cousins,  we  have 
gone  into  this  struggle  in  the  spirit  of  "cost  what  it  may."  What 
the  mentality  of  victors  and  vanquished  will  be  after  the  war  is 
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an  unknown  factor,  but  it  will  play  a  most  important  part  in  the 
aftermath  of  the  upheaval.  The  wise  course  is  to  take  thought 
for  all  probable  alternatives.  In  this  high  chess  game  we  must 
analyse  in  advance  the  situation  which  will  confront  us  in  various 
possible  developments.  The  "practical"  Englishman  is  usually 
content  with  a  single  plan,  and  when  the  Fates  throw  it  on  the 
scrap  heap  he  falls  back  upon  improvisation. 

Bnty  to  return  to  our  author,  what  he  has^  to  say  about  the 
Paris  Conference  will  serve  as  an  example  of  his  own  outlook. 
On  the  whole,  he  says,  the  impression  made  in  neutral  countries 
was  that  the  resolutions  "reflected  not  reasoned  conviction  based 
on  experience,  but    vague    apprehension"  as    to    the    world's 
economic  or  political  situation  when  war  is  over.     After  some 
further  discussion,  he  adds :  "  Outside  observers  recognised  three 
aspects  of  the  matter  which  had  apparently  received  scant  con- 
sideration from  the  delegates  at  Paris.    In  so  far  as  the  proposed 
agreements  were  defensive,  not  offensive,  they  would  amount  to 
confessing  fear  of  the  very  nation  which  (supposing  the  defeat 
of  Germany)  had  just  been  conquered.     That  attitude  would  at 
least  be  novel  and  anomalous  for  a  victorious  coalition.     In  so  far 
as  they  were  offensive  and  not  defensive,  they  would  be  public 
declaration  of  economic  war,  to  be  made  a  source  of  future  bitter- 
ness,   acrimony,    and   renewed    political   intrigue,  at   the   very 
moment  when  the  disastrous  military  war  had  been  happily  con- 
cluded.**   Finally,  while  the  gain  to  the  Allies  "from  exclusion 
of  German  trade  would  be  highly  problematical,  what  they  would 
lose  would  be  certain.  .  .  ."    "It  is  conceivable  that  the  bitterest 
animoaities  of  this  war  will  survive  into  future  generations ;  yet 
that  is  not  altogether  the  teaching  of  the  past."     He  recalls 
Thackeray's  Waterloo  chapter  with  its  concluding  prediction  of 
undying   enmity  between   France   and   England,  the   Prussian 
commander's  insistence  that  Napoleon  be  put  to  death  by  the 
victorious  Allies,  the  demand  for  the  South's  political  subjuga- 
tion after  the  Confederate  armies  had  surrendered,  the  declaration 
by  the  Times  in  1814  of  "No  peace  with  James  Madison,"  and 
concludes  that  "the  last  stages  of  a  bitter  and  angry  conflict  are 
not  the  hour  when  the  clearest  views  of  future  relationships  may 
be  obtained.     No  doubt  it  was  a  changed  France  with  which 
reconciliation  became  possible  to  England ;  a  '  New  South  '  which 
opened  the  way  to  the  Union  as  this  generation  knows  it,  and  an 
altered  England  whose  present  relations  with  the  United  States 
have  replaced  the  underlying  animosity  which  the  Kevolutionary 
War  and  the  War  of  1812  left  behind  them.    But  this  means 
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that  if  we  read  by  the  analogy  of  history,  it  will  be  another  and 
a  different  Germany  with  which  other  nations  will  reconstruct 
relationships  in  the  longer  future." 

It  will  be  seen  that  the  author  is  not  content  with  a  colourless 
narrative,  but  offers  continually  food  for  reflection.  His  chapters 
on  "The  War  Panic,"  "Emergency  Expedients,"  "Financing  the 
War,"  "Currency  Inflation,"  and  "Foreign  Exchanges"  are 
especially  interesting,  though  he  is  sometimes  mistaken  in  detail 
as  to  occurrences  on  this  side  of  the  Atlantic.  His  description 
of  financial  America  and  the  war,  the  New  York  market's  action, 
and  the  progress  of  events  in  America  is,  we  doubt  not,  free  from 
any  inaccuracy,  and  is,  like  the  rest  of  the  work,  vivid  and 
informing.  His  attempt  "to  give  the  general  public  the  means 
of  understanding  "  these  matters  is  entirely  successful. 

Henby  Hiogs 

Economic  Problems  of  Peace  After  War.     By  W.  R.  Scott. 
(Cambridge  University  Press.    1917.    Pp.  viii+122.    Price 
48.  6d.) 

Undbb  this  title  Professor  Scott  has  published  in  book  form 
the  Stanley  Jevons  Lectures  for  1917,  which  he  delivered  at 
University  College,  London.  The  title  is,  perhaps,  a  little  mis- 
leading, for  a  large  part  of  the  book  is  occupied  with  a  description 
and  discussion  of  the  inmiediate  problems  to  which  the  vtrar  has 
given  rise,  and  a  comparatively  small  part  of  it  is  devoted  to 
economic  problems  of  peace  after  war.  Those,  therefore,  who 
come  to  it  expecting  to  find  practical  guidance  with  regard  to  the 
situation  with  which  we  shall  be  faced  when  peace  comes,  or 
any  definite  policy  laid  down  with  regard  to  it,  will  be  disappointed. 
But  the  author  only  undertakes  to  state  some  of  the  problems 
which  will  confront  us  after  the  war,  and  to  "formulate  the  chief 
conditions  which  affect  the  faculty  for  anticipating  the  future, 
so  as  to  have  some  means  of  correcting  errors  which  may  be 
expected  to  arise  from  the  abnormal  circumstances."  (Foreword, 
p.  vi.) 

The  book  suffers  somewhat  from  the  fact  that  it  is  rather 
late  in  the  field,  for  after-the-war  problems  have  already  fre- 
quently been  stated,  and  those  who  are  interested  in  the  subject 
have  had  ample  means  of  discovering  what  they  are  likely  to 
be — that  is,  in  so  far  as  it  is  possible  to  forecast  the  future.  What 
the  public  needs  at  the  present  time  would  seem  to  be  more 
guidance  as  to  the  right  line  of  attack,  and  as  to  {tactical  solu- 
tions ;  but  it  is,  perhaps,  unfair  to  quarrel  with  one's  author  for 
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not  having  done  what  he  never  set  out  to  do.  Nevertheless,  the 
nature  of  the  problems  of  the  future  are  likely  to  depend  largely 
upon  the  opinions  which  are  now  formed  concerning  them,  and, 
if  so,  we  cannot  help  thinking  that  these  Lectures  would  have 
been  of  greater  value  had  Professor  Scott  attempted  more  de- 
finitely to  help  towards  forming  public  opinion,  instead  of  con- 
tenting himself  with  speculations  as  to  the  probable  state  of  the 
public  mind  immediately  after  the  war.  To  take  one  example : 
with  regard  to  our  foreign  trade  policy  after  the  war,  he  writes : 
"Peelings  of  resentment  occasioned  by  the  grievous  wrongs 
which  we  have  suffered  may  be  expected  to  urge  a  trade  policy 
which  will  differentiate  against  the  products  of  recently  hostile 
nations  "  (p.  38).  Would  it  not  have  been  more  useful  to  have 
urged  the  undesirability  of  allowing  feelings  of  resentment  to 
influence  our  foreign  trade  policy,  or,  if  Professor  Scott  holds  the 
opposite  opinion,  to  have  shown  how  such  feelings  could  be 
made  to  influence  it  with  the  greatest  advantage? 

The  book  should,  nevertheless,  serve  as  a  valuable  corrective 
to  ill-informed  anticipations  with  regard  to  the  future,  for,  as  the 
author  po^ts  out :  "Estimates  of  the  future  are  beset  with  ex- 
ceptional pitfalls  "  (p.  68).  It  is  also  in  many  respects  suggestive, 
and  contains  many  wise,  though  perhaps  not  entirely  novel, 
reflections.  To  quote  a  few  examples :  with  regard  to  produc- 
ticm  Professor  Scott  writes :  "  May  it  not  be  that  what  has  been 
considered  a  process  is  in  reality  a  problem — namely,  how. to 
unite  in  any  act  of  production  the  various  factors  (both  human 
and  inanimate)  with  the  least  resistance?  "  (Foreword,  p.  vii). 
Again,  when  the  author  points  out  that  it  is  not  the  sole  business 
of  the  Government  to  concentrate  on  the  war  and  on  nothing 
else  (p.  13),  he  is  giving  a  piece  of  advice  which  is  badly  needed ; 
while,  with  regard  to  reconstruction  generally,  he  very  pertinently 
asks  *'if  some  part  of  our  industrial  or  social  system  had  shown 
itself  to  be  imperfect  before  the  war,  why  should  it  be  reproduced 
after  the  war  with  the  original  holes?  "  (p.  24). 

The  Lectures  are,  moreover,  interesting  from  a  literary  point 
of  view.  They  are  full  of  quotations  from  all  sorts  of  authors, 
ancient  and  modem — being,  in  fact,  rather  overladen  in  this 
lespect,  for  it  is  not  always  easy  to  understand  the  connection 
between  the  quotation  and  the  point  it  is  intended  to  illustrate 
or  emphasise,  and  out-of-the-way  authors  are  sometimes  intro- 
duced to  illustrate  points  which  hardly  appear  to  need  illustra- 
tiim. 

The  six  Lectures  are  entitled  respectively :  "The  Economic 
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Man  and  a  World  at  War/'  "For  the  Duration  of  the  War" 
"Communications  of  a  Maritime  State,"  "The  Surprises  of 
Peace,"  "Saving  and  the  Standard  of  Life,"  and  "Organisation 
Re-orientated."  They  are  all  worth  reading,  but  they  contain 
little  that  calls  for  criticism  owing  to  the  very  tentative  manner 
in  which  Professor  Scott  has  stated  his  opinions.  The  book 
is  an  attractive  collection  of  essays  by  a  scholarly  writer  on 
economic  problems  rather  than  a  critical  analysis  of  them. 

H.  Sandbbson  Fubniss 


Germany's  Economic  Position  and  England's  Commercial  and 
Industrial  Policy  after  the  War.  By  G.  B.  Dibblbe. 
(London :  Heinemann.    Pp.  108.    1917.) 

Mb.  G.  B.  Dibblbe' s  pamphlet  is  not  unworthy  of  its  swell- 
ing title.  It  is  issued  on  behalf  of  the  Central  Committee  of 
National  Patriotic  Associations  and  sketches  in  broad  outline  the 
probable  economic  struggle  of  the  future.  In  tone  it  is  studiously 
moderate,  and  the  discussion  of  practical  problems  is  i^ot  merely 
the  vehicle  for  the  propagation  of  a  gospel,  although  it  is  perhaps 
not  wrong  to  suspect  a  certain  reluctance  and  regret  in  yielding  to 
some  visible  currents  of  public  feeling.  Mr.  Dibblee  endeavours  to 
approach  the  question  of  the  future  rather  as  a  statesman  than 
as  an  economist.  He  recognises  that  economics  can  only  be  one 
among  a  range  of  valuations,  each  of  which  will  demand  con- 
sideration. 

The  first  section  of  the  book  is  devoted  to  a  brief  but  clear 
exposition  of  the  cadres  of  Germany's  economic  organisation. 
The  forms  in  which  the  industrial  and  commercial  effort  of  Ger- 
many has  moulded  itself  illustrate  the  activity  of  the  capacity 
for  severely  logical  adaptation  to  a  clean-cut  purpose  which  Dr. 
Helfferich  claims  as  a  peculiarly  German  virtue.  Its  success, 
however,  is  determined  by  the  character  of  the  material  with 
which  it  has  to  work.  In  many  respects  Germany  is  the  Japan 
of  the  Western  World.  An  industrialism  of  the  most  scientific 
sort  has  been  grafted  upon  the  stock  of  an  age-old  civilisation. 
New  and  active  guidance  has  transformed  the  patient  docility 
of  the  masses  into  a  dynamic  force  of  terrible  power.  Applied 
to  the  field  of  economic  effort,  this  force  has  within  the  short 
space  of  forty  years  lifted  Germany  into  a  leading  position  among 
the  Great  Powers.  Unfortunately  for  the  world,  this  great 
economic  creation  became  but  one  unit  in  the  architectonic  scheme 
of  political  dominion.    "The  political  resurrection  of  Grermcmy," 
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wrote  Dr.  Helfferich  in  1913,  "and  the  restoration  of  our  military 
power  which  have  assured  us  peace  and  freedom,  are  the  founda- 
tions for  the  development  of  our  economic  strength ;  and  con- 
versely the  growth  of  our  economic  strength  maintains  and 
confirms  our  position  of  military  and  political  power."  Com- 
merce, industry,  agriculture,  and  finance  were  made  the  hand- 
maidens of  an  aggressive  policy.  Mr.  Dibblee  raises  the  interest- 
ing speculation  whether  a  cessation  of  military  effort,  forced  upon 
Germany  by  military  defeat,  might  not  also  destroy  the  driving 
force  of  her  economic  life.  So  vital  indeed  has  been  the  intimacy 
between  her  military  and  her  industrial  growth  that  the  destruc- 
tion of  the  one  may  cause  the  other  also  to  perish,  springing 
as  they  do  from  a  single  impulse.  On  the  otl^er  hand,  the 
methods  of  "peaceful  penetration"  pursued  in  Spain,  Italy,  and 
South  America,  of  industrial  monopolisation  such  as  was  exercised 
over  the  electrical  trade  of  the  world,  will  conceivably  be  pursued 
with  whole-hearted  disinterestedness;  and  we  may  be  sure  that 
Germany  will  have  profited  by  the  lessons  of  the  war. 

The  second  portion  of  the  book  examines  the  measures  of 
defence  which  must  be  taken  against  an  adversary  operating 
with  the  forces  and  along  the  lines  described  in  the  opening 
chapters.  These  fall  into  two  classes,  external  and  internal. 
External  measures  are  defined  as  belonging  to  the  sphere  of 
public  policy  in  relation  to  the  Dominions  and  Allies;  while 
iDtemal  measures  aim  at  strengthening  by  private  regulation  the 
weaknesses  revealed  by  the  strain  of  war.  Mr.  Dibblee  admits 
that  the  pressure  of  public  opinion  will  demand  the  imposition 
of  a  tariff  of  some  sort  as  the  necessary  corollary  of  a  policy  of 
Imperial  Preference.  It  is  interesting  to  note  that  several  of 
Mr.  Dibblee's  points  find  a  place  in  the  Interim  Report  of  Lord 
Balfour  of  Burleigh's  Committee  and  the  Report  of  the  Dominions 
Eoyal  Commission.  The  author  does  not  attempt  to  minimise 
the  practical  difficulties  of  a  tariff;  indeed,  he  seems  disposed 
to  exaggerate  them.  He  suggests  that  the  tariff  must  be  a  "five- 
ply  tariff  " ;  preferential  as  regards  the  Dominions,  favourable  to 
Allies,  general  to  neutrals,  lightly  penal  to  unfriendly  neutrals, 
and  penal  again§t  the  Central  Powers.  Since  the  book  was 
written,  however,  the  reversal  of  the  diplomatic  situation  has 
brought  about  a  regrouping  of  the  factors.  The  intervention  on 
the  Allied  side  of  the  United  States,  of  China,  and  most  of  the 
South  American  States  has  tendered  much  more  easy  the  solu- 
tion of  the  difficulties  involved  in  the  "most-favoured  nation 
clauses"  of  existing  treaties. 

No,  108.— vol-  xxvn.  N  N 
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Internal  measures  of  defence  tend  mainly  in  the  direction  of 
greater  political  control  of  economic  activities,  and  of  remodelling 
of  our  industrial  organisation.  Now  that  the  aims  and  methods 
of  economic  Germany  are  better  understood,  we  venture  to  think 
that,  however  useful  in  themselves,  such  measures  are  merely 
defensive  and  do  not  contemplate  a  serious  change  in  the  strategy 
and  tactics  of  Germany;  and  here,  we  tiiink,  is  to  be  found  a 
serious  weakness  in  the  policy  advocated  by  Mr.  Dibblee.  The 
resolutions  of  the  Paris  Conference  Mr.  Dibblee  regards  as 
shadowy  expression  of  goodwill  and  of  hopes  that. something  will 
be  done.  This  view  is,  we  think,  unjust.  The  Paris  resolutions, 
although  drafted  in  very  general  terms,  contain  the  germs  of  a 
very  positive  economic  programme.  The  elaborate  arguments  of 
German  publicists  as  to  their  unworkability  are  indicative  of  their 
real  importance.  The  recent  reversion  to  the  policy,  temporarily 
dropped,  of  creating  a  self-sufficient  Mittel-Europa  shows  that  the 
resolutions  are  big  with  implications  disastrous  to  German  pros- 
perity. Behind  them  lurks  the  paralysing  fear  that  the  {Hresent 
enemies  of  Germany  can  cut  off  entirely  the  supplies  of  raw 
materials  on  which  her  prosperity  depends.  Cotton,  wool, 
rubber,  the  larger  i»:oportion  of  non-ferrous  metals,  from  all  these 
Germany  can  be  isolated  by  a  well-directed  and  coherent  policy. 
The  immensely  extended  zone  of  Entente  influence  renders  much 
more  practicable  the  economic  isolation  which  the  policy  of 
Mittel-Europa  shows  that  Germany  considers  possible. 

In  his  chapter  upon  Labour  Unrest  Mr.  Dibblee  goes  back 
to  certain  elementary  toniths  which  are  apt  to  become  obscured 
in  the  dust  and  heat  of  political  controversy.  This  is  especially 
helpful  in  view  of  the  growing  tendency  to  logical  insistency  upcm 
half-understood  and  half-false  principles  which  reveals  itself  in 
politics  to-dj^y. 

On  the  whole,  Mr.  Dibblee  is  probably  right  in  thinking  that 
the  day  of  economic  freedom,  as  understood  by  the  school  of 
laissez-faire,  is  past  for  ever.  Other  measures  of  value  have 
been  forced  upon  every  nation  by  this  sudden  thrusting  back  upon 
fundamental  things.  The  economic  and  the  political  balance  of 
the  world  will  probably  tend  more  and  more  in  favour  of  those 
countries  which  control  large  resources  of  raw  materials,  especi- 
ally coal  and  metals.  And  the  future  policy  of  Great  Britain 
will  most  probably  be  determined  upon  selective  lines  tending 
to  ensure  the  security  of  such  resources. 

S.  W.  Bawson 
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Economic  Annals  of  the  Nineteenth  Century,  1821-1830.  By 
William  Smart.  (London  :  Macmillan  and  Co.  1917.  1^. 
xxii  +  584.    Price  21s.  net.) 

The  first  volume  of  this  work,  covering  1801  to  1820,  was 
reviewed  in  The  Economic  Journal  for  March,  1911,  and  the 
hope  was  there  expressed  that  the  author's  fear  that  he  might  not 
be  able  to  carry  it  much  further  would  turn  out  to  be  unfounded. 
Death  cut  him  short  when  he  had  com{deted  ten  more  years,  but 
the  scale  of  the  book  was  increasing  in  his  hands,  so  that  the 
decade  1821-30  occupied  a  whole  volume,  of  which  he  had  almost 
finished  correcting  the  proofs.  This  volume  presents  the  same 
general  features  as  the  first.  The  name  ''Economic  Annals"  is 
still  rather  a  misnomer,  as  the  work  continues  to  be  in  the  main 
not  an  account  of  yearly  economic  happenings,  but  a  Parliamen- 
tary history  of  ec(Miomic  matters — a  summary  of  Hansard,  which 
tells  us  in  a  convenient  and  attractive  form  what  economic  facts 
and  theories  came  under  the  notice  of  Parliament,  and  what 
statesmen  and  politicians  thought,  or  at  any  rate  said,  about 
them. 

If  Smart  had  been  spared  to  write  a  preface  to  the  volume 
he  could  not  have  failed  to  take  the  opportunity  of  comparing 
the  period  with  which  his  two  volumes  deal  with  the  present. 
Prom  one  point  of  view  the  contrast  is  extraordinary.  Till 
recently  we  were  accustomed  to  think  of  Great  Britain  and  Ire- 
land as  having  made  a  prodigious  effort  in  the  struggle  with 
revolutionary  and  Napoleonic  France  :  after  three  years  of  the 
present  war  no  one  can  read  Smart's  account  of  his  first  fifteen 
years  without  deriving  the  impression  that  in  comparison  they 
were  a  period  of  halcyon  calm,  in  which  not  only  the  gentlemen 
of  England,  but  the  working  men,  and  the  women,  gentle  and 
simple,  "lived  at  home  at  ease.'*  Instead  of  j)ur  shortage  of 
labour  in  every  direction  the  complaint  was  of  want  of  employ- 
ment. The  explanation  is,  of  course,  to  be  found  not  only  in 
the  much  smaller  proportion  of  the  population  then  engaged  in 
the  Army  and  Navy,  but  also,  and  much  m<»:e  largely,  in  the 
comparatively  trivial  proportion  engaged  in  supplying  munitions. 
The  enormously  greater  intensity  of  our  own  effort  may  be  roughly 
measured  by  the  fact  that  we  shall  probably  have  spent  in  four 
years  of  war  as  large  a  proportion  of  our  means  as  our  ancestors 
did  in  twenty-one. 

In  many  other  respects  the  two  periods  have  a  close  resem- 
blance :  human  nature  is  not  always  the  same,  but  it  does  not 
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change  very  much  in  a  long-settled  c 
single  century.  In  1800  ''The  Gonun: 
Provisions  issued  report  after  report, 
in  many  parts  of  England  and  Scotl 
petitions,  the  King  convened  Parliai 
of  a  tender  regard  for  the  welfare  of  h 
the  difficulties  with  which  the  poorer 
to  struggle.'  In  the  debates  on  the  Sp 
ascribed  variously  to  the  bad  seasons^  i 
petency  of  the  Ministers,  to  the  heavy  ta: 
bank  paper.  Outside  of  Parliament  th< 
generally  on  the  '  middleman.'  The  £ 
to  the  Bishops  'whether  there  was  an 
which  sanctioned  the  business  of  a  con 
of  high  prices  to  the  speculation  of  me: 
a  strong  hold,  even  among  educated  ; 
trates  in  many  places  gave  notice  by  j: 
all  persons  guilty  of  forestalling,  regra 
visions  were  punishable  by  indictment, 
against  with  the  utmost  severity.  ...  I 
for  having  purchased  90  qrs.  of  oats  at 
of  them  again  in  the  same  market  on  the 
ineffably  silly  all  this  seemed  to  Smart 
first  volume  in  1910,  and  how  eminen 
looks  to  most  of  us  in  the  autumn  of  19 

The  prevailing  attitude  of  mind  tc 
is  strictly  parallel.  In  both  periods  the  ( 
war  to  think  of  national  self-sufficiency 
supply  as  an  object  of  the  highest  impoi 
into  the  policy  of  aiding  agriculture  at 
interests,  not  only  as  a  war  measure,  bui 

While  we  look  at  Smart's  first  fifteen 
our  present  condition,  we  may  look  at  h 
suggestions  about  the  probable  course  ol 
elusion  of  coming  peace.  We  can  find  ill 
guine  view  (perhaps  less  strongly  held  no 
that  a  peace  boom  is  to  follow  the  war  bo 
disappearance  of  munitions  industry  is 
that  in  1817  ''Brougham  presented  a  pet 
the  whole  of  the  labouring  population  oi 
names  signed  in  less  than  forty-eight  h( 
said,  in  hmnble  but  impressive  language  o 
to  which  they  were  reduced.    Many  of  tl 
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had  any  kind  of  employment  for  several  months,  and  few  of 
them  had  had  more  than  two  or  three  days'  work  at  reduced 
wages."  Three  years  later  another  petition  demanding  an 
inquiry  into  the  causes  of  the  stagnation  of  trade  came  from  the 
manufacturers  and  traders  of  Birmingham.  Protected  agri- 
culture was  in  a  recurrent  state  of  crisis  throughout  the  whole 
period. 

Nor  does  there  seem  much  support  for  those  who,  again 
perhaps  with  less  confidence  than  two  years  ago,  imagine  that 
the  States  of  Europe,  and  our  own  in  particular,  will  emerge  from 
the  war  stronger  and  more  popular  as  economic  engines  than 
when  they  went  in.  Just  as  after  1815  the  major  portion  of  the 
revenue  of  the  United  Kingdom  will  be  collected  for  the  benefit 
of  the  public  creditors — the  holders  of  obligations  contracted 
during  a  period  of  great  inflation.  The  tax-gatherer  is  never 
popular,  but  is  most  unpopular  when  he  is  collecting  interest  on 
debt,  and  the  probability  of  a  recurrence  of  "impatience  of  taxa- 
tion" is  not  rendered  smaller  by  the  fact  that  much  of  the 
increase  of  taxation  in  the  decades  immediately  preceding  the 
present  war  meant  a  taking  from  the  rich  for  the  benefit  of  the 
poor;  after  the  war  the  contrast  will  be  striking.  In  spite  of 
large  numbers  of  persons  having  subscribed  to  war  loans,  the 
overwhelming  bulk  of  the  aggregate  will  be  held  by  the  well-to-do 
and  by  institutions  which  the  popular  mind,  often  wrongly, 
regards  as  belonging  to  that  class.  Smart  (evidently  writing 
before  the  waa:)  says,  under  1830  :  "It  should  be  remembered  that 
the  bulk  of  the  taxes  was  then  actually  felt  as  a  burden — a  burden 
on  the  present  and  in  times  of  peace.  More  than  half  the  taxa- 
tion went  to  pay  the  interest  on  the  Debt,  and,  roughly,  a  third 
was  for  Army  and  Navy  services.  If  we  take  the  modem  Budget, 
and  notice  that,  over  a  long  succession  of  years,  the  burden  of  the 
debt  has  decreased  both  absolutely  and  relatively,  while  the 
expenditure  on  Civil  Services  (including  education)  has  increased 
from  f  20,000,000  in  1896-7  to  ^652,000,000  in  1912-13,  we  may 
ap[H:eciate  better  the  modern  emphasis  on  taxation  as  a  payment 
for  very  definite  services  rendered.  If  we  add  this  to  the  point 
emphasised  by  Poulett  Thomson,  that  the  indirect  taxation  was 
not  only  a  costly  way  of  raising  revenue,  but  was  actually 
hindering  the  development  of  industry  and  the  growth  of  wealth, 
we  may  understand  the  persistence  into  much  later  years  of  the 
statement  that  '  taxation  is  an  evil ' — ^which  seems  to  the  modem 
economist  very  much  the  same,  and  to  have  as  much  truth  in  it, 
as  sajring  that  payment  of  one's  butcher's  bill  is  a  *  burden.* " 
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After  the  war  the  economist  will  again  be  \m 
popular  feeling  will  move  with  him. 


Essays  in  the  Earlier  History  of  American 
•T.  8.  Davis.    (Harvard  University  Press. 
Pp.  617  and  419.    $5.) 

Thb  aim  of  the  author  (if  one  interprets  it 
to  trace  the  development  of  the  corporation  i 
was  firmly  established — that  is,  up  to  1800. 
the  subject  is  treated  synthetically,  or,  ic 
municipal,  public,  and  charitable  corporation! 
well  as  those  connected  with  finance  and  con 
of  enterprises  of  various  kinds  to  be  considers 
the  question  of  treatment  after  the  material  h 
process  which  must  have  been  most  toilsome- 
able  diflSculties.  Probably  there  are  upwards 
of  various  kinds  mentioned  in  almost  1,(X)0  j 
tion  is  how  to  present  the  results  to  the  rea 
the  legal  aspect  of  the  case,  which  is  evide 
in  the  mind  of  the  writer,  presented  anoth 
from  this  point  of  view,  there  are  three  w 
those  of  the  Colonial  era,  of  the  Eevolutioi 
States.  The  method  adopted  is  to  divide  t 
into  four  main  parts.  The  first  treats  of  tl 
Colonial  epoch  and  the  last  of  those  of  the  Ur 
are  interpolated  two  parts,  of  which  the  fi 
the  career  of  William  Duer  (who  died  in 
typical  entrepreneur  of  the  period  who  wa 
of  the  ventures  and  promotions  of  the  latter 
century.  Thus  the  reader  sees  the  rise  ol 
connected  with  the  activities  of  an  interesi 
next  part,  numbered  the  third,  has  a  simil 
it  gives  an  intensive  study  of  a  typical  proi 
Society  for  Establishing  Useful  ManufacU 
This  method  prepares  the  reader  for  the  d* 
in  the  fourth  part,  already  mentioned,  t 
advantage  of  separating  the  accounts  of 
War  of  Independence  from  those  that  succ 
of  no  less  than  410  pages. 

The  whole  work  is  a  most  valuable  go 
of  the  development  of  capitalistic  organisi 


Digitized  by 


Google 


1917]    DAVIS  :  EABLIBB  HISTORY  OF  AMERICAN  CORPORATIONS    539 

successive  stages,  the  type  of  enterprise  for  which  capital  was 
required,  and  it  traces  with  admirable  patience  the  reasons  for 
success  or  failure.  For  the  comparative  study  of  the  jpint-stock 
system,  as  well  as  for  the  investigation  of  the  growth  of  American 
finance  and  industry,  these  two  volumes  will  be  essential. 

The  first  part    is   concerned  with  the  Colonial    period.     It 
begins  with  an  essay  on  the  legal  basis  of  corporate  powers,  and 
proceeds  to  give  accounts  of  corporations  chartered  in  England, 
of  public  (i.e.,  non-commercial)  corporations  with  Colonial  char- 
ters,  and  private  (i.e.,  commercial)  corporations  with  Colonial 
charters.     This  triple  division  is  advisable  partly  for  geographical 
reasons.     Mr.  Davis  lays  emphasis  upon  the  maxim  that  "only 
the  King  can  create  a  corporation,"  and  hence  those  bodies  which 
secured  an  English  charter  naturally  stand  in  a  rank  by  them- 
selves.    But  the  delegation  of  the  right  to  incorporate  is  under- 
stood to  have  been  conferred  upon  the  Colonial  authority,  and 
most    of    the   Eoyal    governors    exercised    it   freely.     Amongst 
Colonial  companies  connected  with  trade  there  were,  in  this  period, 
the  New  London  Society  United  for  Trade  and  Commerce  (1732), 
the  Union  or  Long  Wharf  Company  at  New  Haven,  Conn.  (1731), 
the.  Proprietors  of  Boston  Pier   (1772) »  the  Philadelphia  Con- 
tributcarship  for  Insuring  Houses  (1768),  and  two  water  supply 
companies  chartered  at  Ehode  Island  in  1772  and  1773,  known  as 
Field's  and  Eawson's  Fountains.    There  were  also  mining  com- 
panies, one  as  early  as  1642.     A  copper  company  at  Simsbury 
(East  Granby,  CJonn.)  was  chartered  by  the  colony  in  1709  and 
was  carried  on  for  sixty  years.     There  was  an  interesting  point 
about  the  first  of  these  bodies  (the  New  London  Society).     The 
founders  appealed  to  the  Assembly  at  New  Haven  for  a  charter, 
but  it  would  appear  that  there  was  some  hesitation  in  incor- 
porating a  body  for  trade,  and  that  authorised  was  formed  on  the 
model  of    an    ecclesiastical    corporation  and  its  directors  were 
called  a  moderator,  a  clerk,  and  a  treasurer — it  only  remained  to 
term  its  by-laws  "the  book  of  discipline !  "    It  seems  to  me  that, 
as  regards  business  bodies,  Mr.  Davis  gives  too  much  weight  to 
the  need  for  a  charter.     Before  the  Bubble  Act,  companies  acted 
as  such  in  every  way  (such  as  issuing  a  species  of  prospectus, 
making  a  public  issue  of  capital,  their  shares  were  sold  on  the- 
Exchange  in  London,  even  quoted  in  the  Press),  all  without 
a  charter.    It  is  possible,  too,  that  further  research  may  discover 
additional     unincorporated    companies,     either    established    in 
America  or  operating  there.    For  instance,  in  view  of  the  large 
number  of  associations  promoted  by  the  Virginia  Company  in 
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London,  it  may  well  have  happened  there  were  others  constituted 
in  the  colony,,  though,  if  that  were  so,  it  is  only  a  chance  that 
any  particulars  will  have  survived.  In  1694  there  is  record  of  a 
company  known  as  the  "Mines  Eoyal  of  Cumberland  and  Caro- 
lina," the  shares  of  which  were  occasionally  dealt  in,  though 
whether  it  ever  carried  on  operations  across  the  Atlantic  is 
uncertain. 

The  Colonial  period  was  not  an  important  one  in  the  forma- 
tion of  companies  in  America.     Altogether  Mr.  Davis  notes  no 
more  than  seven  up  to  1773.    It  is  interesting  to  observe  that 
one — the  Philadelphia  Insurance   Company    (1768) — is   still  in 
existence.    From  1781  there  was  a  great  change.    Between  that 
year  and  1800  no  less  than  328  "business  corporations"  secured 
charters.     These  fall  into  several  well-defined  groups.     The  most 
important  were  the  banks.    In  the  ten  years  1781-1790  ten  were 
established,  amongst  which  were  those  of  North  America,  of 
New  York,  of  Massachusetts,   and  of  Maryland.    Next  came 
facilities  for  transport,  such  as  canal  companies  (the  Susquehanna, 
1783),  bridge  companies  (the  Charles  Kiver  Bridge,  Boston,  1785), 
and  turnpike  roads  (the  Philadelphia  and  Lancaster  Boad,  1789). 
There  remains  a  miscellaneous  group  comprising  insurance,  water 
supply,  and  manufacturing  companies.     Mr.  Davis  says  of  these 
that  the  first  was  most  important,  the  second  most  numerous, 
and  the  third  most  interesting.    It  is  curious  that  the  majority 
of  the  water  companies  were  established  in  small  towns  (i.e.,  with 
populations  from  1,000  to  2,000),  while  many  of  the  large  towns 
had  none,  or  at  least  no  chartered  companies.     Amongst  manu- 
facturing   companies  the  most  ambitious  was  the  Society    for 
Promoting    Useful   Manufactures,  which  received  its  charter  in 
1785,  and  to  which  Mr.  Davis  devotes  one  of  the  four  parts  of 
his  book.     The  project  was  exceedingly  ambitious,  being  no  less 
than  the  design  to  found  a  new  manufacturing  town,  which  was 
established  at  Paterson,  New  Jersey.    The  company  had  ample 
water-power,  and  it  erected  a  cotton  and  printing  mill.     The 
difl&culties  in  constructing  the  water  courses  and  in  manufacturing 
are  described  graphically,  but  the  company's  business  career  was 
not  successful,  and  it  abandoned  it.     The  land  and  water  rights 
were  retained,  and  the  corporation  still  continues  to  receive  the 
rents  of  its  property.     It  is  generally  known  as  the  S.U.M.,  and 
Bome  wag  has  remarked  that,  in  view  of  its  present  position,  the 
name  might  well  be  changed  from  S.U.M.  to  F.U.I.T.     Amongst 
other  companies  started  to  found  manufacturing  industries  tex- 
tile^  were  most  prominent.     Thus  there  were  the  (Connecticut 


Digitized  by 


Google 


1917]   DAVIS  :   EABUBB  HISTORY  OF  AMERICAN  CORPORATIONS    641 

Silk  Manufactures  (incorporated  in  1789),  the  Beverley  Cotton 
Manufacture  (1789),  the  New  York  Manufacturing  Society  (1789), 
and  the  Newbury-Port  Woollen  Manufactory  (1794).  In  other 
kinds  of  enterprises  are  glass,  iron,  coal,  and  land  companies. 
Most  prominent  in  the  last  class  were  Duer's  projects  of  the  Ohio 
and  Scioto  companies. 

By  the  end  of  the  eighteenth  century  the  banking  companies 
had  been  most  successful.  Out  of  twenty-nine,  all  but  two  had 
begun  business.  None  had  failed,  and  most  were  paying  divi- 
dends. At  the  other  extreme  were  the  manufacturing  companies. 
Not  one  of  these  is  known  to  have  paid  dividends,  and  most  had 
suspended  operations.  Some  of  the  canal  companies  had  met  with 
a  measure  of  success,  though  to  a  less  degree  than  the  promoters 
had  anticipated.  The  bridge  companies  are  described  as  having 
been  reasonably  successful,  while  the  rfiares  of  the  Charles  Eiver, 
the  Passaic  and  Hackensach  Bridges  were  in  high  repute.  The 
companies  for  turnpike  roads  had  not  yet  had  time  to  reach  deci- 
sive results,  though  several  had  laid  the  foundations  of  future 
prosperity.  Insurance  companies  had  a  somewhat  chequered 
career,  but  some  were  succeeding.  Out  of  the  whole  number  of 
eighteenth-century  companies  twenty-five  are  still  in  existence, 
and  Mr.  Davis  notes  that  he  has  discovered  no  case  in  which  the 
creditors  (apart  from  shareholders)  sustained  losses.  This  state- 
ment is  to  be  interpreted,  however,  in  connection  with  the  practice 
of  assessing  the  shareholders,  which  seems  to  have  existed,  and  to 
that  extent  the  author's  statement  that  limited  liability  was  fully 
recognised  in  the  United  States  as  early  as  the  eighteenth  century 
may  require  some  qualification. 

In  addition  to  its  other  merits,  the  book  is  a  valuable  com- 
panion picture  to  the  modem  "corporation  movement"  in  the 
United  States.  It  describes  the  days  of  very  small  beginnings. 
Instead  of  billion  dollar  trusts,  we  find  manufacturing  companies 
with  capitals  of  less  than  $50,000,  many  indeed  raised  under 
$10,000.  The  largest  amount  actually  paid  in,  which  is  recorded, 
was  in  the  case  of  the  Insurance  Company  of  North  America 
which  had  secured  $600,000  by  1792,  while  the  Providence  Bank 
had  raised  $529,600. 

Space  forbids  the  discussion  of  some  of  the  minor  and  most 
interesting  pdints  of  which  the  following  may  be  taken  as  illustra- 
tive samples :  the  difficulty  in  organisation  and  in  procuring 
reliable  technical  advice;  the  various  arrangements  made  with 
road  compsmies  to  conserve  the  interests  of  those  who  used  them 
(such  as  limitation  or  regulation  of  tolls,  the  cession  of  the  road 
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with  or  without  compenBation  to  the  State  af 
years,  or  again,  the  fixing  of  a  maximum  divid 
that  surplus  profits  should  be  used  to  retire  the 
reasons  for  the  unequal  division  of  charters 
States ;  the  early  stock  market ;  the  idiosyncr 
holders  (including  a  great  objection  to  the  payi 
on  shares  when  due)  and  many  more.  The  w 
much  valuable  information  which  will  be  essent 
a  serious  study  of  the  commerce  and  indus 
States. 


The  Beginnings  of  English  Overseas  Enterprise 
Empire.  By  Sir  C.  P.  Lucas,  K.C.B.,  K 
don  Press.    6s.  6d.  net.  ) 

Sir  Charles  Lucas'  book  owes  its  origin  to 
there  is  something  characteristically  English  a 
trade  by  chartered  companies ;  or,  as  Bacon  pi 
to  which  the  author  constantly  recurs),  "  I  dc 
think  that  trading  in  companies  is  most  agreei 
nature,  which  wanteth  that  same  general  vein  < 
runneth  in  the  Dutch  and  serveth  them  inste 
He  therefore  gives  an  account  of  the  three  grej 
first  appeared  to  promote  and  to  regulate  En 
insisting  throughout  that  these  began  to  dc 
means,  whether  good  or  evil,  which  the  Englisl 
devised  and  perfected,  on  their  own  peculiar 
making  an  Empire." 

At  first  sight  it  may  not  seem  clear  why  the 
these  particular  companies.  Indeed,  some  c 
objected  against  him  that  later  companies  are  i 
tiai  sense  the  prelude  to  Empire.  The  very  i 
island  people  made  it  inevitable  that  we  shou 
fortable  on  the  sea  and  uncomfortable  on  the  c( 
From  the  days  of  Normandy  to  the  days  of  H 
possessions  were  a  mere  excrescence  upon  the 
of  its  bone.  But  the  sea  which  lay  between  E 
was  a  road  as  well  as  a  barrier,  and  it  led  to  a  n 
not  the  Continental  Empire  of  Norman  and  Auj 
great  overseas  Empire  of  modern  times.  Thii 
up  by  the  work  of  the  trading  companies, 
Hudson's  Bay  Company,  whose  shadowy  figur< 
Dominion  of  Canada  and  by  the  East  Indit 
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created  the  Indian  Empire  in  all  but  name.  These  com- 
panies really  were  the  forerunners  of  the  Empire,  for  in 
esrlj  days,  when  the  central  government  was  far  too 
weak  to  protect  pioneers  in  distant  or  uncivilised  lands, 
it  fell  to  those  pioneers  themselves  to  organise  companies, 
build  forts,  appoint  consuls,  regulate  and  tax  themselves 
for  their  own  protection.  Out  of  such  companies  something 
so  like  territorial  sovereignty  grew,  that  there  was  hardly  any  real 
change  when  the  government  assumed  responsibility  in  their  stead 
and  levied  taxes  to  pay  for  the  protection  which  the  companies  had 
given.  The  flag  followed  trade.  As  Mr.  Hewins  has  pointed  out 
in  his  book  on  English  Trade  and  Finance ^  such  companies  had 
always  stood,  roughly  speaking,  in  the  relation  of  the  state  to 
their  merchants  in  foreign  lands,  and  in  the  relation  of  a  colonial 
government  to  the  home  parliament.  But  the  East  India,  Hud- 
son's Bay,  and  Levant  Companies  were  all  dealing  with  unde- 
veloped and  distant  lands.  How  then  can  we  connect  the  Empire 
founded  by  their  activities  with  Sir  Charles  Lucas'  three  com- 
panies, which  dealt  only  with  the  developed  countries  of  Europe, 
where,  in  the  nature  of  the  case,  no  rights  of  territorial  sovereignty 
could  follow  trade? 

The  value  and  originality  of  Sir  Charles  Lucas'  book  lies  in 
the  fact  that  he  has  brought  out  the  direct  relation  between  the 
Staplers,  Adventurers  and  Eastland  Company  and  those  later 
companies  which  built  up  the  British  Empire  during  the  seven- 
teenth and  eighteenth  centuries.  His  title  is,  indeed,  exact  and 
carefully  chosen.  The  early  companies  are  a  prelude  to  the 
Empire;  they  point  the  way  for  all  later  developments.  When 
the  Adventurers  call  themselves  "  the  English  nation  beyond  the 
sea,"  they  are  laying  the  foundation-stone  upon  which  also  the 
East  India  .Company  built.  When  (in  the  author's  words)  **  the 
original  grant  of  Henry  IV.  .  .  .  was  a  grant  for  the  better 
government  of  English  merchants  remaining  and  sojourning  in  the 
Netherlands,  Brabant,  and  Flanders,  to  ensure  order  and  justice 
among  them,  to  remedy  and  prevent  abuses,"  that  grant  fore- 
shadows later  charters  given  to  companies  which  had  not  only  to 
govern  their  members,  but  to  protect  them  from  the  dangers  en- 
countered in  opening  up  new  and  undeveloped  markets  and  to 
negotiate  with  half-civilised  and  uncivilised  governments.  The 
merchant  adventurers  played  a  part  of  first-rate  importance  in  the 
prelude  to  Empire,  because  they  invented  machinery,  they  began 
the  English  custom  by  which  private  citizens  banding  themselves 
together  did  the  work  of  the  state,  they  were  the  pioneers  of  the 
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chartered  companies  which  later  constructed  the  Empire.  What- 
ever view  may  be  held  of  the  Empire,  and  of  the  righteousness  or 
unrighteousness  of  the  steps  by  which  it  was  acquired,  it  was  the 
chartered  companies  who  made  it  and  the  Merchant  Adventurers 
who  showed  them  the  way. 

Apart  from  the  interest  which  this  book  has  in  the  light  of  its 
central  thesis,  it  is  also  valuable  because  it  gives  just  such  a 
compact  account  of  the  history  of  the  early  trading  companies,  as 
has  long  been  needed  to  supplement  the  account  given  in  Arch- 
deacon Cunningham's  great  work  and  in  the  other  text  books. 
The  teacher  of  Economic  History  will  find  the  book  useful,  es- 
pecially as  the  author  has  been  careful  to  give  precise  indications 
of  the  sources  which  he  has  used. 

E.  E.  Power. 


Early  Revenue  History  of  Bengal  and  the  Fifth  Report.  By 
F.  D.  AscoLi,  I.C.S.  (Clarendon  Press.  1917.  Pp.  272. 
Price  4s.  6d.) 

Mr.  Ascoli's  book  reproduces  in  a  convenient  form  the  Fifth 
Beport  on  the  Affairs  of  the  East  India  Company,  drawn  up  for 
the  information  of  the  House  of  Commons  in  1912.  The  report 
is  a  mine  of  information  as  to  the  early  British  administration 
of  Northern  India  apart  from  the  Punjab,  whose  conquest  was 
deferred  to  a  later  date.  The  author  has  added  useful  notes  and 
written  a  lengtTiy  introduction.  The  whole  furnishes  very  profit- 
able, if  somewhat  dry,  food  for  Indian  officials.  The  Englishman 
at  home  in  quest  of  information  as  regards  the  21  years  {Mreceding 
the  arrival  of  Lord  Comwallis  will  find  all  he  needs  in  the 
Annals  of  Rural  Bengal  by  the  late  Sir  William  Hunter,  who 
had  the  rare  gift  of  clothing  bare  official  bones  with  flesh  and 
blood. 

The  directors  and  the  officials  of  a  dividend-paying  company 
entrusted  with  rule  over  alien  populations  must  have  felt  some 
of  the  embarrassments  which  beset  all  attempts  to  serve  God 
and  Mammon.  The  company's  duties  to  the  people  were 
obscured  by  the  fact  that  it  was  only  Diwdn,  and  aa  such  respon- 
sible for  the  collection  of  the  revenue  and  the  dispensing  of  civil 
justice.  The  dispatches  that  passed  between  Calcutta  and  Leaden- 
hall  Street  teemed  with  good  intentions,  but  the  failure  to  trans- 
late these  into  effective  measures  for  the  well-being  of  our 
subjects  was  patent.  In  the  21  years  which  elapsed  between 
the  cession  of  the  "Diwdni''  by  the  shadow  Emperor  at  Delhi 
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native  agency  had  been  tried  and  found  wanting,  and  our  subse- 
quent essays  in  direct  administration  had  met  with  little  success. 
The  police  failed  to  protect  honest  men  from  the  gangs  of  robbers 
and  murderers  that  infested  the  country.  If  civil  justice  was 
dispensed  with  much  less  corruption  than  under  native  rule,  the 
litigant  had  often  little  reason  to  congratulate  himself  on  the 
change.  A  suitor  may  be  ruined  quite  as  effectively  by  intermin- 
able delays  as  by  the  necessity  of  paying  for  a  decision.  The 
native  machinery  for  assessing  the  land  revenue  Was  scrapped, 
and  nothing  effective  was  put  in  its  place. 

In  1786  Lord  Comwallis  was  sent  to  India  armed  with  autho- 
rity to  reform  the  civil,  criminal,  and  revenue  administration. 
He  bad  the  help  of  a  very  able,  honest,  and  experienced  Bengal 
official,  John  Shore.  Indeed,  the  foundation  of  all  reform,  the 
division  of  the  province  into  manageable  districts,  each  in  charge 
of  an  English  collector,  had  been  laid  by  Shore  before  the 
sorrival  of  his.  chief.  Cornwallis'  title  to  honour  is  the  setting 
up  of  that  framework  of  civil  and  criminal  administration,  which 
in  its  main  features  has  survived,  and  has  proved  a  potent  instru- 
ment for  the  welfare  of  the  Indian  peoples.  But  he  also  left 
to  India  the  damnosa  hcdreditas  of  the  permanent  land  revenue 
settlement  of  Bengal.  A  large  part  of  Mr.  Ascoli's  book  deals 
with  that  unfortunate  measure  and  its  immediate  effects.  Corn- 
wallis  carried  out  the  orders  of  *his  masters  at  home,  and  shut 
his  ears  to  the  warnings  of  Shore,  who  based  his  objections  on 
the  notorious  fact  that  the  Government  lacked  the  information 
on  which  any  permanent  settlement  could  safely  be  based.  He 
also  pointed  out  that,  if  we  made  one  prematurely,  we  should 
find  it  exceedingly  difficult  to  correct  abuses  in  the  zaminddrs* 
estates  and  to  protect  the  actual  cultivators  of  the  soil.  Two 
generations  were  to  pass  before  Government  tackled,  but 
failed  to  solve,  the  question,  and  124  years  after  the  settlement 
was  effected  Mr.  Ascoli  has  to  vnrite  that  ''the  position  of  the 
cultivator  has  remained  to  this  day  one  of  the  most  difficult  and 
insoluble  of  administrative  problems." 

In  new  territories  the  more  important  branch  of  a  land  revenue 
settlement  is  the  framing  of  the  record  of  rights  in  the  soil. 
When  settlements  are  made  for  limited  periods  excessive  or  un- 
equal assessments  can  be  corrected,  but  rights  once  recorded  can- 
not be  taken  away.  In  Bengal  no  attempt  had  been  made  to 
register  the  actual  nature  of  the  zaminddr's  tenure  or  the  rights 
of  the  tenants  in  their  estates.  In  fact,  a  famous  controversy 
had  been  carried  on  between  Shore  and  another  distinguished 
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servant  of  the  compaDy  over  the  questic 
of  the  soil  belonged  to  the  State  or  to  tl 

If  the  information  as  to  titles  in 
any  permanent  settlement,  the  materials 
ment  were  equally  inadequate.     In  Ii 
must  be  based  on  the  State's  immem< 
the  produce  of  the  soil.    But  when  ti 

i  was  made  the  rulers  of  Bengal  had  n< 

the  area  imder  cultivation  ^as.    It  wi 

[  famine  of  1769-70  had  swept  away  m 

It  was  usually  stated  that  one-third  of 
one-third  of  the  cultivated  land  relaps 
obvious  to  Shore,  and  should  have  be< 
that  it  was  impossible  to  fix  a  fair  asG 
as  a  whole,  or,  what  was  equally  impoj 
tribution  of  the  government  demand  ovc 
sense  had  to  surrender  to  a  quite  unfc 
demand  would  sooner  or  later  produ 
landlords.  Mr.  Ascoli  has  shown  tha 
the  permanent  assessment,  and  that  the 
its  payment  was  enforced,  proved  the 
plan  of  compelling  payment  by  imprison 
stripped  no  doubt  of  some  of  its  wor: 
British  administrators  of  Bengal.  It 
individuals,  but  Comwallis'  and  Shor 
families. 

It  is  a  pity  that  Mr.  Ascoli  has  not 
with  the  lasting  results  of  the  Bengal  s( 
unjust  for  the  rest  of  India  by  depriving 
readjust  the  demand  in  its  most  fertil 
with  changes  in  the  cultivated  area  and 
It  is  inconceivable  that  any  govemmc 
land  revenue  in  perpetuity  at  so  many  c 
foreseen  that  changes  in  l^e  value  of  silv 
receipts  by  40  per  cent.,  or  that  the  sa 
the  development  of  export  trade  would  g; 
value  of  the  chief  products  of  the  soil, 
manent  settlement  has  not  been  a  booi 
has  been  necessary  to  build  up  an  efficie: 
a  capable  district  officer  in  some  degr( 
land  steward  of  a  great  estate,  and  to 
itself  the  strongest  motives  to  protect  ai 
of  the  agricultural  population.    Bengal 
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sufFering  from  tlie  lack  of  these  things.  It  is  this  apparently  to 
which  Mr.  Ascoli  refers  when  he  writes  that  "the  limitation  of 
experience,  which  Shore  so  lamented  in  1789,  remained  as  per- 
manent as  the  settlement."  Seventy-five  years  after  it  was  pro- 
claimed, Sir  William  Hunter  wrote  of  Bengal :  "The  rights  of 
the  governed  are  still  unascertained.  We  are  conscientiously 
striving  to  rule  according  to  native  usages  and  tenures,  but  no 
one  can  pronounce  with  certainty  as  to  what  these  usages  and 
tenures  are." 

J.  M.  DouiE 
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NOTES    AND    MEMORANDA 

VILLAGE   ECONOMIC   SURVEYS 
Madura  District,  South  Indu  * 

It  has  been  my  privilege  recently  to  conduct  economic  surveys 
of  three  typical  villages  within  our  District.  These  studies  have 
been  made  along  the  lines  and  with  the  help  of  Dr.  Gilbert  Slater's 
valuable  questionnaire  on  a  scheme  for  a  survey  of  a  Ryotwari 
village,  the  Department  of  Indian  Economics,  University  of 
Madras.  My  first  task  was  to  choose  villages  for  investigaticm 
which  might  truly  be  regarded  as  typical  of  South  Indian  condi- 
tions. Some  of  the  marks  of  typical  villages  that  I  wished  to 
study  are  :  dry  cultivation,  wet  cultivation,  a  village  of  one 
industry,  a  village  of  more  than  one  industry,  the  interrelation  of 
castes  and  strata  of  society,  a  prosperous  large  village,  a  small 
struggling  village,  a  little  village  living  in  its  own  self-sufficiency 
far  removed  from  a  great  centre  of  trade  and  mdustry,  and,  on 
the  other  hand,  a  village  within  the  shadow  of  and  feeling  the 
influences  both  good  and  bad  of  a  great  and  growing  city,  hving 
conditions  and  family  budgets  of  a  number  of  people  representing 
differeAt  classes  of  the  community — all  of  these  and  other  con- 
siderations have  combined  to  make  a  most  interesting  and,  I  trust, 
profitable  study  both  to  the  villages  surveyed  and  myself.  The 
villagers  everywhere  and  village  officials  were  most  willing  to  give 
information  and  help  in  every  possible  way,  and  the  opportunities 
that  one  had  of  giving  advice  and  urging  reforms  were  many. 

In  this  report  I  shall  give  only  a  bare  outline  of  our  investiga- 
tions of  three  typical  villages.  They  are  Palamganatham,  Sathan- 
gudi,  and  Solavandan.' 


In  Palamganatham  we  have  a  small  village  of  3,274  people. 
The  Hindus  number  3,055,  Mohammadans  79,  and  other  castes 

^  A  lecture  delivered  before  the  Madura  Economic  Aitociation. 
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140.      It  is  typical  of  one  important  influence  that  I  wished  to 
study,  namely,  the  influence  of  a  large  growing  city  over  a  small 
adjoining  village — ^for  Palamganatham  is  only  two  and  a  half  miles 
from   the  centre  of  Madura,  and  one  can  easily  prophesy  that 
in  the  course  of  time  the  city  will  absorb  the  village.    The  village 
is  off  the  main  road,  with  no  forest  or  mountain  or  river  near  it. 
There   are  170  acres  of  dry  cultivation,  and  2,151  acres  of  wet 
cultivation.     There  is  one  crop  a  year — paddy,  irrigated  from  a 
large  tank  one  mile  distant,  which  is  partly  fed  from  the  Vaigai 
River  by  means  of  a  channel.    Well-water  is  used  for  domestic 
purposes.     The  old  wooden  plough  is  still  used.     Most  of  the 
land  is  cultivated  by  tenants^  who  do  coolie  work  in  the  gravel- 
pits  for  the  city  council,  and  also  increase  their  revenue  in  the 
slack  season  of  the  year  by  carting  with  bandy  and  bulls  at  the 
rate  of  As.(Annas)12  per  day. 

The  practice  of  fertilising  the  soil  has  been  allowed  to  lapse. 
Green  manure  was  used  years  ago,  obtained  from  distant  jungles, 
but  the  cost  has  so  much  increased  that  green  manure  is  now  very 
little  used.  City  rubbish,  night  soil,  and  cattle  dung  were  ob- 
tained from  Madura  and  used  formerly,  but  since  the  inaugura- 
tion of  the  Periyar  system  to  the  north  of  Madura  the  demand 
for  and  price  of  the  city  manures  have  increased  far  beyond  the 
ability  of  this  small  village.  In  ten  years  the  price  has  risen 
from  As.2  to  As.lO  per  cartload  for  city  rubbish,  and  from  A8.4  to 
R8.(Rupees)2  for  night  soil,  and  prices  are  still  rising.  Three- 
quarters  of  the  cattle  dung  of  the  village  is  made  into  cakes  and 
used  as  fuel.  Thus  it  will  be  seen  that  the  fertilising  of  the  soil 
ia  being  sadly  neglected. 

Although  within  touch  of  a  large  city,  this  village  is  not  bene- 
fiting by  its  opportunities.  Capital  is  greatly  needed,  and  yet  the 
village  does  not  benefit  by  the  Government  Loans  Act  and  the 
Agricultural  Department.  It  has  no  interest  in  bettering  its  breed 
of  stock.  It  could  develop  a  splendid  egg  and  dairy  business  with 
a  market  like  Madura  two  miles  away,  but  it  has  never  thought 
of  that.  It  does  not  seek  the  help  of  the  Veterinary  Depart- 
ment for  its  sick  cattle.  Absolutely  no  progress  has  been 
made  in  the  last  twenty  years.  The  villagers  assured  me  that 
while  they  are  conservative  and  lack  enterprise,  yet  they  are  not 
opposed  to  change  and  progress.  They  are  afraid  to  experiment ; 
when  a  thing  is  demonstrated  they  are  willing  to  accept  it. 

The  production  of  riee  in  a  year  is  20,000  kalams.    The  village 
revenue  amounts  to  about  Ks.100,000 ;   two-thirds  of  the  produce 
18  consumed  locally,  one-third  is  sold.     Though  so  near  to  the 
No.  108. — ^voii.  XXVII.  o  o 
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market  the  villagers  sell  their  paddy  to  traders,  who  in  turn  supply 
the  consumers.  The  village  has  no  idea  of  co-operation,  the  vil- 
lagers are  too  distrustful  of  one  another,  and  when  urged  to 
co-operate  and  thus  do  their  own  buying  and  selling  and  save  to 
themselves  the  profits  of  the  middleman,  they  said,  "Yes,  that 
does  seem  good ;  we  will  talk  about  it  and  see  what  can  be  done." 

The  health  of  the  village  is  generally  fairly  good,  but  there 
needs  to  be  much  education  and  care  in  sanitary  matters.  In-, 
debtedness  is  rampant  in  the  village ;  about  90  per  cent,  of  the 
villagers  are  in  debt.  The  causes  assigned  were  :  income  from 
lands  not  sufl&cient,  resettlement  has  still  further  burdened  them, 
the  high  rates  of  interest  taken  by  the  moneylenders,  and  the 
general  rise  in  prices  and  higher  cost  of  living.  Take  the  case 
of  the  poorer  ryot,  who  because  of  his  circumstances  must  sell 
his  paddy  on  the  threshing-floor  at  eight  measures  of  rice  the 
rupee,  and  later  in  the  year  has  to  buy  back  again  for  family 
consumption  when  the  price  is  higher  at  si^  measures  the  rupee, 
a  difference  of  two  measures,  or  25  per  cent,  interest  in  perhaps 
six  months.  The  rates  of  interest  obtaining  in  the  village  are  : 
for  large  sums  over  long  periods  10  to  12  per  cent,  per  annum ; 
small  loans  for  short  periods  18  per  cent. ;  while  for  loans  of  produce 
and  repayment  in  kind  the  rate  of  interest  may  be  anywhere  from 
25  to  50  or  60  per  cent.  When  I  urged  a  Co-operative  Credit 
Society  I  was  told  that  a  Society  had  been  organised  in  1913; 
about  a  year  ago  it  lapsed ;  the  causes  of  the  failure  were :  lack 
of  proper  organisation,  repayments  not  made  at  the  proper  time, 
some  cases  were  taken  to  Court,  and  the  general  loss  of  confidence 
in  the  Society. 

In  education  the  village  has  three  schools,  taking  pupils  up 
to  the  Third  Standard.  The  children  go  to  school  for  about  four 
years.  Quite  a  large  number  of  young  people  from  this  village 
have  proceeded  to  more  advanced  schools  elsewhere;  a  number 
have  done  well  in  business  and  professional  careers.  There  is  a 
great  desire  and  need  for  a  village  reading-room. 

In  administration  the  village  is  very  backward;  there  is  no 
Panchayat,  nor  organisation.  The  village  has  a  number  of  urgent 
needs,  as  more  wells,  repair  of  its  main  road,  reading-room, 
sanitation,  and  I  am  sure  that,  backed  by  village  co-operation 
and  organisation,  it  would  not  be  long  before  these  needs  were 
met.  But  the  village  is  going  down.  The  influence  of  a  great 
city  so  near  is  bad,  for  people  move  to  the  city,  property  and 
lands  are  being  bought  up  by  city  men,  and  the  village  itself  has 
no  faith  in  its  own  future. 
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Family  Budgets. 

I  wish  to  add  a  few  facts  gathered  from  three  men  repre- 
senting three  distinct  classes  of  the  community.  It  gives  some 
insight'  into  the  economic  conditions  and  life  of  representative 
families  of  the  village. 

(1)  Anantanarayanier,  Landowner :  His  land  is  tilled  by 
cultivators,  who  get  half  the  produce  and  three-fourths  of  the 
straw  for  their  labour.  He  has  five  acres  of  wet  land,  and  lives 
in  a  rented  house.  His  family  consists  of  himself,  wife,  and 
four  children.  They  have  one  cow.  Income  totals  Rs.300  a  year, 
obtained  from  the  produce  of  his  land,  and  supplemented  by 
manual  labour  for  wages  during  the  slack  season  of  the  year. 

Expenditure. — The  income  is  just  sufficient  to  maintain  the 
family  in  the  necessaries  of  life.  There  are  no  savings  at  all.  If 
a  death  occurs  in  the  family  or  a  marriage  the  man  must  borrow 
money,  and  it  may  take  five  years  or  more  to  pay  off  the  debt. 

(2)  Muthiah  Kone,  of  the  shepherd  class.  Tenant :  Cultivates 
four  acres.  His  family  consists  of  seven  persons :  himself,  father 
and  wife,  his  brother  and  wife  and  daughter,  and  his  sister.  He 
owns  a  house  and  has  four  buffaloes.  He  and  his  brother  work 
as  cooUes  at  times. 

Income. — ^Es.200  a  year. 

Expenditure. — Food  and  clothing  consume  most  of  this 
amount.  He  is,  however,  able  to  save  sometimes  Bs.2  in  a  month, 
but  that  goes  to  pay  off  hiis  debts.  He  has  a  debt  of  Bs.300  and 
is  paying  on  it  12  per  cent,  interest. 

(3)  Thuthan,  Panchama :  He  has  three  members  in  his 
family.  Owns  a  small  thatched  house.  He  works  as  an  ordinary 
coolie.  He  earns  Ils.60  worth  of  paddy  as  a  cultivating  labourer 
and  Bs.90  as  an  ordinary  labourer  in  the  non-cultivating  season. 
Total  Bs.l50.  He  is  just  able  to  maintain  himself  and  family. 
No  savings  whatever.  He  has  a  debt  of  Bs.l50.  He  hopes  to 
pay  off  that  debt  gradually  in  favourable  years  when  the  income 
from  cultivation  labour  is  large. 

He  pays  no  rent  in  money,  but  has  to  work  occasionally  for 
his  creditor.  The  amount  of  work,  if  calculated  on  the  ordinary 
coolie  rate,  would  exceed  the  ordinary  rate  of  interest. 

II- 
Sathangudi  is  an  interesting  little  village,  fifteen  miles  from 
Madura,  away  from  the  railway,  not  even  on  a  main  road.     It  is 
living  its  own  little  life  in  quietness  and  almost  alone.     It  is 
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twenty  miles  from  the  hills,  no  forest  near 
which,  however,  is  dry  for  most  of  the  y 
and  mostly  dry  cultivation. 

There  are  700  homesteads  and  a  pop 
village  has  fifteen  castes,  no  Brahmins, 
(robber)  commimity.  Its  chief  occupatio 
weaving.  It  has  2,270  acres  of  village  lai 
are  wei  lands  an  J  2,000  acres  dry  lands, 
acres  from  forty  human  power  (peccotta 
the  land  depends  upon  tank  water,  but  \^ 
the  village  suffers  Badly.  The  village  p 
ground  nuts,  dohl,  maize,  ragi,  tobacco,  s 

The  old  wooden  plough  is  still  used.  A 
lation  worE  as  coolies;  the  others  con 
weaving  and  trading.  A  plough,  two  bull 
for  As.S  to  As.l2  per  day.  A  cart  and 
day.  Some  of  the  wages  of  the  village  a 
day ;  iron  workers  As.S ;  goldsmith  Be.l ; 
in  food  at  the  rate  of  twelve  measures  of  p 
ally  for  his  year's  work ;  dhoby  Be.l  only 
for  one  family. 

Manuring  is  quite  extensively  practi 
village  refuse,  twenty  carts  per  acre,  are 
also  green  leaves  from  the  distant  hills, 
and  sheep  manure  are  employed  for  dry 
not  used  anywhere  in  the  villages  visited 
make  use  of  any  of  the  Government  Dep 
cultural.  Veterinary,  Loans  Act.    They  ai 
and    progress,  but  they  are    afraid  to 
demonstration.     They  are  anxious  to  ii 
cotton,  have  introduced  American  cotton 
a  success.    In  the  breed  of  stock  they  are 
man  said :  "We  do  not  know." 

The  weaving  industry  is  in  a  bad  w 
conditions.  Formerly  there  were  eighty  1 
forty.  The  primitive  hand  loom  is  still  i 
the  latest  improved  shuttle  worked  with  a 
decaying.  Five  years  ago  some  families  i 
and  more  a  month,  but  now,  owing  to  the 
families  can  make  only  Bs.8. 

The  village  sells  cotton,  ground  nut 
The  total  revenue  from  these  sales  amouni 
in  a  year.    The  producer  sells  to  local  tr 
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ness  is  done  on  the  individual  basis.  There  is  much  competition 
and  quarrels  ensue.  There  is  no  co-operation.  Some  poor  ryots 
are  forced  to  sell  at  a  low  price  at  the  harvest  time,  and  have  later 
to  buy  at  a  higher  price  for  family  consumption.  He  pays  a 
difference  of  about  As.3  in  the  rupee,  or  20  per  cent,  interest. 

The  economic  condition  of  the  village  is  fair  in  normal  years. 
About  10  per  cent,  of  the  people  are  able  to  save  something  in 
the  year.  Savings  are  invested  in  land,  jewellery,  and  loans  at 
high  interest.  There  are  very  few  people  who  are  not  in  debt, 
caused  largely  through  lack  of  rains  and  consequent  bad  harvest. 
The  last  five  years  they  have  experienced  poor  crops.  The 
Y.M.C.A.  tried  to  establish  a  Co-operative  Credit  Society,  but 
the  attempt  failed  through  lack  of  co-operation  and  trust.  The 
rates  of  interest  in  the  village  are;  payment  in  money  from  15 
to  24  per  cent. ;  in  kind  up  to  50  per  cent.  It  is  largely  a  matter 
of  ignorance  on  the  part  of  the  poor  villager  that  gives  others 
the  opportunity  of  fleecing  him.  He  does  not  know  the  amount 
of  interest  that  he  is  paying.  A  money-lender  will  loan  a  poor 
ryot  Ke.l  for  six  months  at  two  measures  paddy  interest.  Two 
measures  paddy  will  make  one  measure  of  rice  at  four  or  five 
measures  the  rupee.  This  is  about  25  per  cent,  interest  for  six 
months,  or  50  per  cent,  a  year. 

The  sanitary  condition  and  health  of  the  village  were  only  fair. 
Infantile  mortality  is  very  great ;  the  figures  obtained  showed  that 
one  infant  dies  in  every  five  bom.  The  only  medicine  used  is  that 
prescribed  by  the  native  doctors. 

The  village  has  three  schools ;  two  mission  schools  doing  good 
work;  one  Hindu  school,  where  the  work  done  is  not  so  good. 
There  are  quite  a  large  number  in  this  village — 100  I  learned — 
who,  though  once  able,  have  now  forgotten  how  to  read  and 
write  in  the  vernacular.  The  administration  of  this  village  is 
conducted  by  a  Panchayat  of  the  elders  under  the  village  ban- 
yan tree.  There  is  much  petty  thieving,  and  at  times  a  lot  of 
troubles  on  account  of  the  large  kallar  (robber  caste)  community. 

The  economic  condition  of  the  village  is  much  worse  to-day 
than  formerly,  owing  to  the  lack  of  rains  and  consequent  bad 
harvests.  The  villagers  could  irrigate,  but  the  cost  is  too  great  for 
them.  Many  of  their  people  go  to  Madura  to  work  at  the  cotton 
trade,  spinning  and  weaving.  Some  go  to  Ceylon  and  never  return. 
Those  that  do  return  have  a  good  deal  of  money,  and  their  in- 
fluence on  the  village  is  bad.  During  the  last  ten  years  the  village 
as  a  whole  has  become  more  enlightened,  but  the  standard  of 
living  has  not  been  raised. 
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Family  Budgets. 

(1)  Periakaruppa  Thevan.  A  well-to-dc 
There  are  six  in  his  family — ^himself, 
dren.  He  has  nine  aores  of  dry  land,  a 
cholum,  and  cotton.  He  cultivates  his  < 
mud  house  consisting  of  two  rooms  and  c 
pair  of  bulls,  a  cow,  a  buflfalo,  twenty  she* 
land  on  which  he  grows  paddy  for  famil 
sufficient  rain  he  is  well  off.  Income  ai 
good  year. 

Expenses. — Food  and  clothing  Es.25 
total  Ks.300.  A  profit  of  Ks.lOO  in  a  goo 
used  to  pay  oflf  debts  of  bad  years ;  or  w] 
he  invests  his  savings  in  lands  or  jewels 

(2)  Mathuranayagam,  Weaver  :  There 
— husband,  wife,  and  five  children.  H* 
house,  in  which  the  whole  family  lives 
one  acre  of  wet  land  on  which  he  grows  pi 
one-quarter  acre  of  dry  land  which  he  so^ 
vates  his  own  land  and  does  weaving  wl 
land. 

Income. — Rs.84  per  year  from  weavi 
tion.    In  a  good  year  he  will  realise  abou 

Expenditure. — Food  Rs.85,  all  of  ^w 
in  a  good  year.  Clothing  about  Bs.4( 
church,  for  he  is  a  Christian,  Bs.lO.  T 
Bs.l45.  So  that  in  a  good  year  he  ma 
this  he  invests  in  lands,  or  did  so  in  bet 
bad  times  in  the  weaving  trade,  and  a  U 
is  not  able  to  save  anything,  and  is  living 

(3)  Pomman,  Panchama :  He  has  se 
self,  his  father,  wife,  and  four  children, 
one  room  and  a  verandah  for  his  large  f 
pigs.  He  works  as  a  coolie  building  m 
paddy,  digging  graves  for  the  dead.  Hi 
and,  as  for  wages,  he  may  average  abo 
actual  money  he  may  not  get  more  tlu 
whole  year. 

In  harvest  time  he  gets  gifts  of  grs 
to  him.  He  eats  the  flesh  no  matter  of 
died.  He  sells  the  skins.  At  marriag 
gifts  of  food.  He  lives  a  miserable,  anim 
mouth,  and  has  only  one  meal  a  day.    He 
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nothing  to  pay  it.  There  are  a  hundred  such  families  in  this 
little  village.  Their  condition  is  deplorable,  with  no  prospect 
of  improvement. 

III. 

We  turn  now  to  a  more  promising  village — Sholavandan.  Tt 
is  situated  on  the  main  railway  line  thirteen  miles  from  Madura. 
It  is  the  leading  village  of  a  large  union.  It  has  the  advantage 
of  the  Periyar  water  scheme,  which  has  made  it  a  veritable 
garden.  The  Vaigai  Kiver  is  close  by,  hills  are  near,  and  the 
whole  landscape  gives  the  impression  of  peace  and  plenty.  All 
castes  are  represented ;  there  are  722  homesteads,  and  a  popula- 
tion of  4,385,  including  600  panchamas.  It  is  all  practically  wet 
land,  consisting  of  1,700  acres.  Seven  hundred  acres  are  culti- 
vated by  the  landowners  themselves,  while  1,000  acres  are  tilled 
by  tenants  on  the  usual  conditions.  The  Government  land 
revenue  amounts  to  Ks.14,000,  averaging  about  Es.9  per  acre. 
Paddy  is  the  principal  crop,  making  mostly  two  crops  a  year; 
betel  leaf,  cocoanut,  and  plantain  production  is  also  followed.  A 
water  cess  of  Ks.4  per  acre  per  year  is  charged.  The  old  primi- 
tive wooden  plough  is  still  used.  Ploughing  charges  are  As.8  per 
day  for  a  pair  of  bulls,  carting  charges  are  Ee.l.  Manures  and 
green  leaves  are  quite  widely  used,  averaging  twenty-five  cart- 
loads per  acre.  Cattle  dung  is  mostly  used  for  fuel  in  the  village. 
The  total  cost  of  cultivation  per  acre  is  Ks.40.  The  people  of 
this  village  are  ambitious  for  progress.  They  are  experimenting 
with  single  seedling  transplanting,  best  seed,  and  best  stock. 

The  sale  of  village  produce  amounts  to  Rs.50,000  in  a  year. 
Sales  are  conducted  through  agents.  They  say  they  must  have 
these  middlemen,  they  cannot  do  without  them.  There  is  indi- 
vidual trading,  no  idea  of  co-operation.  The  poor  ryots  here,  as 
elsewhere,  are  fleeced  to  the  extent  of  20  per  cent,  interest  by 
having  to  sell  their  produce  at  a  low  rate  and  buy  back  again 
later  at  a  higher  rate.  There  is  little  saving  in  the  village— that 
is,  it  is  so  reported — but  I  doubt  my  evidence  on  this  point. 
When  savings  are  made  they  are  invested  in  more  lands.  There 
is  much  indebtedness ;  on  the  average  twenty  loan  documents  are 
drawn  up  every  day  in  the  village.  There  is  a  Co-operative  Credit 
Society  just  started,  but  it  is  too  early  yet  to  judge  of  its  success 
or  failure.  Interest  charged  is  :  for  a  rich  man  12  per  cent,  per 
annum,  or  a  poor  man  15  per  cent. ;  in  kind  the  interest  runs 
from  20  to  25  per  cent.    The  health  of  the  village  is  good. 

In  education  the  village  has  four  schools,  taking  pupils  up  to 
the  Fourth  Standard.     The  average  length  of  a  pupil's  stay  in 
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the  schools  is  five  years.  They  badly  ^eed  a  high  school  and 
village  library.  The  village  has  sent  away  for  more  advanced 
education  a  number  of  its  young  people;  several  have  done  well, 
and  some  have  returned  to  live  and  work  in  their  own  village. 
The  administration  is  conducted  by  the  Union,  which  controls 
lighting,  sanitation,  roads,  and  so  forth.  The  village  is  prosperous 
and  law  abiding. 

The  economic  condition  of  the  village  is  reported  to  be  worse 
to-day  than  it  was  twenty  years  ago.  The  causes  assigned  are  : 
that  the  cost  of  the  Periyar  irrigation  is  greater  than  the  benefits 
received ;  that  income  has  not  increased  in  proportion  to  the  rise 
in  prices;  the  higher  standard  of  living;  the  extravagance  of 
Madura;  and  the  demand  for  modern  things.  Because  of  these 
things  the  village  is  not  so  prosperous  to-day  as  it  was  twenty- 
five  years  ago.  Suggestions  of  remedy  offered  were  :  that  all  the 
coffee  clubs  should  be  closed,  that  the  influence  of  the  money- 
lenders is  bad,  and  that  an  effort  should  be  made  to  enlighten  the 
people  by  providing  more  and  better  educational  facilities. 

Family  Budgets, 

(1)  Vellacham  Ambalam,  Landowner :  Cultivates  his  own 
lands.  He  has  eighteen  acres.  Owns  a  house  and  cattle-shed. 
He  has  two  wives  and  two  children  and  one  servant.     He  has  -^ 

ten  bulls,  one  cow,  four  buffaloes,  four  ploughs.  ^ 

Income. — One  hundred  and  forty  kalams  of  paddy,  realising  ■ ' 

about  Ks.770  a  year. 

Expemditure, 


Paddy  grown      

Food ;  other  food  bought 

Clothing 

Taxes       

Servant 

Other  expenses 

Total        


Rs.  A.  P. 

200  0  0 

120  0  0 

50  0  0 

157  8  0 

50  0  0 

100  0  0 


T1 


3e; 

677    8    0  :yi 

So  that  he  is  able  to  save  about  Rs.lOO  a  year ;  this  is  invested 
in  more  lands. 

(2)  Perumal  Kone,  Cultivator  :  Owns  no  land.    Does  not  own  ^ 

a  house.    There  are  eight  in  the  family — father,  mother,  brothers,  .7^ 

and  wife.     He  owns  six  bulls,  two  buffaloes^,  and  one  country  ^^ 

cart.  ^^^ 

He  cultivates  fifteen  acres,  nine  acres  of  which  yield  two  crops  |  ^ 

in  the  year,  and  six  acres  one  crop,  all  paddy.    He  gets  for  his  /f^ 
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labour  one-third  of  the  paddy  and  all  the  straw.    He  also  works 

for  wages. 

Income. — The  family  consumes  all  his  share  of  the  paddy 

produced. 

They  earn,  in  addition  :— 

Rs.   A.   P. 

Carts  and  bulls 60    0    0 

Women  earn 90    0    0 

Sale  of  straw 30    0    0 


Total      Rs.lSO    0    0 

Expenditure. 

Food       ...         120    0    0 

Clothing  50    0    0 

Total      Rs.l70    0    0 

So  that  in  a  good  year  he  may  save  Hs.lO,  but  for  most  of  the 
time  it  is  a  hand-to-mouth  existence. 

(3)  Dhasira  Chetty,  Bazaar  Keeper  :  He  trades  in  rice,  oil, 
foodstuffs,  and  sundries.  He  pays  rent  for  his  bazaar.  He  has 
possession  and  the  right  of  use  of  one  acre  and  six  cents  of  land, 
for  which  he  has  loaned  Rs.550  on  it.  There  are  five  members 
in  the  family — himself,  grandmother,  .wife,  and  two  children. 

Income. — From  business  Rs.540  per  year,  and  produce  from 
the  land,  which  is  all  consumed  by  the  family. 

Expenditure. 

Rs.    A.    P. 

Food       155  0  0 

Rent       54  0  0 

Clothing            60  0  0 

Shop  assistance  and  business  expenses  240  0  0 


Total      Rs.509    0    0 

He  may  thus  save  about  Rs.50  in  a  year,  which  is  invested  in 
buying  land.    This  person  is  a  keen  business  man. 

Conclusion. 
Just  a  few  words  in  conclusion.  These  investigations  have 
been  conducted  in  the  villages  themselves  with  the  help  of  the 
Village  Munsiff  and  Kamam.  Information  has  been  willingly 
given,  though  I  did  discover  in  some  a  hesitancy,  for  fear  that 
if  I  was  in  any  way  connected  with  the  Government  their  in- 
formation might  lead  to  an  increase  of  taxation.  The  above 
data  lead  me  to  the  following  general  conclusions  : — 
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1.  The  old  methods  and  implements  of  agricurture  are  still 
almost  universally  used.  The  average  village  ryot  is  quite  con- 
tent to  do  as  his  father  and  grandfather  did  before  him.  In 
theory  he  is  not  opposed  to  change  and  progress.  But  he  is 
afraid  to  experiment.  If  a  new  way  is  plainly  demonstrated  to 
him,  and  its  advantages  shown,  he  will  accept  it,  but  not  other- 
wise. I  therefore  would  urge  the  Agricultural  Department  to 
undertake  a  series  of  demonstrations  in  the  chief  centres  of  the 
district,  and  bring  the  results  within  the  reach  and  study  of  the 
average  ryot.  I  would  suggest  that  the  lines  of  demonstration 
should  follow  method,  implements,  seed,  manure,  rotation  of 
crops,  breeding  of  cattle. 

2.  Co-operation  between  villagers  in  the  matters  of  production 
and  exchange  of  commodities,  so  as  to  save  to  themselves  the 
middleman's  profit.  The  gospel  of  mutual  trust  for  mutual 
benefit  needs  to  be  preached  day  and  night  in  every  village  in 
South  India. 

3.  The  money-lender  and  his  exorbitant  rates  of  interest  are 
the  veritable  curse  of  the  poorer  ryot.  The  average  ryot  cannot 
continue  his  cultivating  without  capital,  and  the  money-lender 
supplies  that  capital,  but  at  a  rate  of  interest  which  results  in 
the  ryot's  becoming  an  agricultural  slave  to  the  money-lender. 
Happily  for  the  Indian  ryot  there  is  a  remedy,  and  it  is  along 
the  lines  of  Co-operative  Credit  Societies.  The  principle  of 
co-operation  is  the  only  salvation  for  the  Indian  ryot,  and  I  would 

,  urge  a  policy  of  enlightenment  along  these  lines  in  every  district 
in  the  Presidency. 

4.  Indebtedness  is  a  veritable  curse  in  every  village.  People 
seem  more  or  less  callous  to  it.  They  do  not  seem  to  understand 
the  enormous  rates  of  interest  that  they  are  paying,  which  cripples 
their  working  capital  and  lessens  their  powers  of  production. 
Diminished  production  means  less  wealth  and,  capital,  and  no 
country  can  become  industrially  and  commercially  great  which 
has  the  great  majority  of  its  population  continually  in  debt. 

5.  The  Panchama  classes  are  in  a  deplorable  condition,  living 
in  a  state  of  abject  misery  and  ignorance,  far  worse  off  than 
thousands  of  animals  around  them,  and  with  no  future,  unless 
we  are  moved  to  bring  to  them  liberty,  education,  and  a  chance 
in  life.  This  survey  has  led  me  to  see  that  what  the  average 
villager  in  South  India  needs  is — education,  ambition,  and 
enterprise. 


A.  J.  Saunders. 


American  College,  Madura,  Soutli  India. 
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The  Employment  of  Boys  in  Agriculture  and  the  Kural 

Exodus. 

The  drift  of  labour  from  the  country  to  the  town,  which  has 
been  such  a  remarkable  feature  of  economic  deyelopment  in  this 
country  since  the  middle  of  the  nineteenth  century,  must  no 
doubt  be  explained  chiefly  by  the  introduction  of  agricultural 
machinery  and  the  contraction  of  arable  cultivation.  But  the 
dominating  influence  of  these  factors  tends  to  obscure  other 
causes  which  may  have  added  to  the  volume  of  the  movement; 
and  now  that  rural  reconstruction  has  begun,  it  is  important  that 
all  the  conditions  of  the  case  should  be  examined  and  kept  in 
view.  It  is  the  object  of  this  note  to  suggest  that  the  ranks  of 
the  exiles  have  been  appreciably  and  unnecessarily  increased  by 
an  economic  factor  which  careful  action  by  the  new  Wages  Board 
may  do  much  to  remove.  There  is  some  reason  for  supposing 
that  English  farmers  tend  to  employ  an  excessive  proportion  of 
boys  on  their  farms,  and  that  the  effect  of  this  use  of  boy  labour 
has  been  to  drive  from  agricultural  employment  a  larger  number 
of  individuals  than  the  restriction  of  agricultural  operations  need 
have  excluded.  In  a  word,  it  is  suggested  that  agriculture  has 
had  for  many  the  character  of  a  "blind  alley  "  occupation — that 
the  employment  of  boys  in  agriculture  has  largely  exceeded  what 
was  necessary  to  replace  the  adult  labour  as  this  was  depleted  by 
superannuation  and  death.  The  effect  of  such  a  condition  upon 
rural  migration  is  obvious.  If  we  assume  that  economic  condi- 
tions require  in  each  generation  the  transference  of  a  certain 
amount  of  labour  from  the  villages  to  the  towns,  the  employment 
of  an  excessive  proportion  of  boys  in  agriculture  must  make  this 
transference  take  a  peculiarly  undesirable  form.  The  actual 
number  of  individuals  obliged  to  seek  urban  employment  will  be 
increased,  for  the  transference  of  labour  will  be  effected  not  by 
the  migration  of  x  persons  for  the  whole  of  their  working  life,  but 
by  that  of  x  +  y  persons  for  the  adult  part  of  it.  Instead  of  a 
certain  number  of  boys  leaving  the  villages  at  the  termination 
of  their  school  days,  when  they  are  still  young  and  adaptable  and 
able  to  learn  a  good  trade,  a  larger  number  must  go  to  the  town 
at  a  later  period,  when  they  have  lost  much  of  the  adaptability 
of  youth  and  have  already  spent  the  impressionable  years  of  boy- 
hood in  acquiring  skill  for  an  occupation  which  will  not  main- 
tain them  through  life. 

The  following  table  shows  the  proportion  of  boys  engaged  in 
agriculture  as  compared  with  other  occupations  and  with  the 
population  in  general.    The  figures  are  for  England  and  Wales 
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and  for  the  year  1911.  The  numbers  aged  16  to  18  and  18  to  20 
are  given  as  percentages  of  the  men  in  each  group  who  were 
between  25  and  45  years  of  age  :— 

Males  of  16-18  and  18-20  as  Percentages  of  Males  between  25 

and  45. 

Aged  16-18.  Aged  18-20. 

Agriculture , 18*6  16*6 

Railways 6*6  8*9 

Carpenters  and  Joiners 7-7  8-2 

All  Occupations    12-0  12-3 

Total  Population  (occupied  and  unoccupied)  12-9  12' 7 

The  high  percentages  in  agriculture  and  the  large  decline 
between  the  earlier  and  later  age-group  in  this  occupation  are 
significant.  The  figures  for  agriculture  are  indeed  more  remark- 
able than  appears  at  first  sight  and  for  the  following  reasons  :— 

1.  In  agriculture  men  go  on  working  till  very  late  in  life,  and 
there  is  notoriously  little  chance  of  promotion  for  the  farm 
labourer,  so  that  the  age-group  25-45  upon  which  these  per- 
centages are  calculated  is  probably  less  liable  to  diminution  by 
death,  superannuation,  or  proQiotion  in  agriculture  than  in  other 
occupations. 

2.  The  proportion  of  boys  would  naturally  tend  to  be  high  in 
an  industry  which  was  expanding.  But  between  1901  and  1911 
the  numbers  of  farm  labourers  (excluding  farmers,  bailiffs ,  and 
foremen)  only  increased  by  5*6  per  cent.,  while  the  total  number 
of  occupied  males  increased  by  more  than  12  per  cent. 

3.  The  figures  from  which  the  percentages  in  the  table  are 
calculated  include  employers.  But  employers  would  belong  to 
the  later  rather  than  the  earlier  age-groups ;  and  in  agriculture, 
where  the  unit  of  production  is  peculiarly  small,  the  ratio  between 
the  number  of  employers  and  the  number  of  employees  must  be 
peculiarly  high. 

The  next  table  gives  comparative  figures  for  1901  and  1911, 
and  shows  that  the  contrast  between  agriculture  and  all  occupa- 
tions taken  together  obtained  at  both  dates  : — 

Males  between  15  and  20  years  of  age  as  Percentages  of  Males 
between  25  and  45. 

1901.  1911. 

Agriculture    67'3  56-0 

All  occupations 34-1  29-8 

The  whole  subject  requires  thorough  investigation.  A 
comparison  between  different  counties  should  yield  interesting 
results,  if  the  comparison  were  made  with  reference  to  differences 
in  the  standard  wage,  in  the  ratio  between  boys'  and  men's  wages, 
in  the  alternative  employments  open  to  boys,  and  in  the  ratios 
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between  boys'  wages  and  men's  wages  in  those  alternative  em- 
ployments. It  would  be  illuminating  to  inquire  how  far  the 
contrast  between  agriculture  and  other  occupations  in  this 
respect  obtains  in  other  countries  and  what  is  the  earliest  period 
to  which  it  can  be  traced  in  England.  But  for  immediate  prac- 
tical needs  the  important  thing  is  that  the  Wages  Board  should 
realise  that  the  evil  of  an  excessive  use  of  boy  labour  in  agricul- 
ture can  be  checked  by  the  simple  device  of  fixing  minimum  rates 
for  boys  sufficiently  high  to  prevent  farmers  from  finding  boy 
labour  especially  cheap.  If  the  existing  ratios  between  boys' 
and  men's  wages  are  perpetuated,  the  evil  will  continue.  Indeed, 
it  may  be  increased.  The  advance  in  adults'  wages  will  enable 
parents  to  keep  boys  at  home  on  low  wages,  though  but  for  that 
advance  they  might  have  been  driven  to  seek  the  higher  remunera- 
tion of  urban  employment.  The  improvement  in  the  income  of  the 
adult  farm  labourer  may  act  like  a  prize  in  a  lottery  and  induce 
boys  to  remain  on  the  land  for  a  wage  which  otherwise  would 
be  insufficieut  to  retain  them.  For  every  boy,  and  every  boy's 
parents,  will  expect  that  he  will  be  one  of  the  fortunate  few  to  be 
kept  on  when  he  reaches  manhood,  and  not  one  of  those  to  be 
turned  adrift.  Beqinald  Lennard 

New  Taxation  in  the  United  States. 

Within  a  very  short  period  after  the  entry  of  the  United  States 
into  the  war,  measures  were  taken  by  the  Administration  for  the 
introduction  of  new  taxation  on  a  very  drastic  scale.  As  the 
result  of  discussion  and  criticism  in  Congress,  the  proposals  of  the 
Administration  have  suffered  the  unusual  fate  of  emerging  with 
an  increased,  and  not  a  diminished,  anticipated  yield  of  taxation. 
The  measure  was  introduced  into  the  House  of  Bepresentatives 
on  May  23rd  last  with  an  anticipated  yield  of  $1,868,920,000; 
when  it  reached  the  Senate  on  September  10th  the  yield  had 
risen  to  $2,416,670,000 ;  and  in  the  form  in  which  it  was  finally 
passed  into  law  on  October  3rd  the  yield  is  estimated  at 
$2,534,870,000. 

Hie  following  are  the  final  official  estimates  of  revenue  ex- 
pected from  the  Bill  during  the  first  year  of  its  operation  : — 

Incomes,   individual   and    corporate $851,000,000 

Excess   profits       1,000,000,000 

DistiDed  spirits     135,000,000 

Rectified  spirits 5,000,000 

Fermented   liquors           46,000,000 

Wines,  liquors,  &c.           7,000.000 

Syrups,  soft  drinks,  Ac 13,000,000 

Cigars         10,000,000 
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Cigarettes  

Tobacco       

Snuff  

Cigarette    ^pers 

Freight    transportation    

Express  packages  

Passenger    transportation 
Pipe  lines  transportation 

Seats  and  berths  

Telegraph  and  telephone  messages 

Insurance 

Automobiles  and  motor-cycles 

Musical  instruments,  phonographs,  record 

Motion  picture  films       

Jewellery 

Sporting   goods      

Pleasure   boats       

Proprietary  medicines      

Perfumery   and  cosmetics 

Chewing    gum       

Cameras  

Amusement  admissions 

Club  dues  

Stamp  taxes,  including  playing  cards  and  pi 

Inheritance  taxes  

Virgin   Islands   products  

First-lass  mail  matter  

Second-class  mail  matter  

Munitions    manufacturers'   tax 

Total      

It  will  be  obgerved  that  income  tax  i 
the  backbone  of  the  new  measure.  Incoi 
new  instrument  in  the  United  States,  a 
effected  both  by  raising  the  rates  and  b; 
widely.  The  exemption  limit  is  now 
$1,000  for  single  persons,  and  from  $4,0 
persona,  all  persons  whatever  their  level 
to  deduct  $1,000  or  $2,000,  accordmg  as  tl 
before  their  taxable  income  is  ascertaii 
of  the  married,  no  tax  is  levied  on  the 
2  per  cent,  on  the  next  $2,000,  aod  4  per 
$4,000,  instead  of  (as  previously)  no  ta: 
income  and  2  per  cent,  on  the  balance.  T 
income  tax  is  raised  fiom  2  per  cent,  to  4 
all.  In  addition  to  the  existing  surtax  ( 
$20,000  (which  varies  from  1  per  cent.  < 
income  in  excess  of  $20,0(X)  to  13  per  cen 
$2,000,000),  the  foUowmg  additional  surta 
per  cent,  per  annum  on  income  betweer 
per  cent,  on  incoQie  between  $7,500  and  I 
income  between  $10,000  and  $12,500; 
between  $12,500  and  $15,000;  5  per  cei 
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$15,000  and  $20,000 ;  7  per  cent,  on  income  between  $20,000  and 
$40,000 ;  10  per  cent,  on  income  between  $40,000  and  $60,000 ;  14 
per  cent,  on  income  between  $60,000  and  $80,000;  18  per 
cent,  on  income  between  $80,000  and  $100,000 ;  22  per  cent,  on 
income  between  $100,000  and  $150,000;  25  per  cent,  on  income 
between  $150,000  and  $200,000 ;  30  per  cent,  on  income  between 
$200,000  and  $250,000 ;  34  per  cent,  on  income  between  $250,000 
and  $300,000;  37  per  cent,  on  income  between  $300,000  and 
$500,000 ;  40  per  cent,  on  income  between  $500,000  and  $750,000 ; 
45  per  cent,  on  income  between  $750,000  and  $1,000,000 ;  50  per 
cent,  on  income  in  excess  of  $1,000,000.  In  each  case  the  stated 
rate  is  not  on  the  whole  income,  but  on  the  portion  of  the  income 
between  the  stated  limits. 

In  the  case  of  corporations  the  income  tax  payable  at  source 
is  raised  from  a  flat  rate  of  2  per  cent,  to  a  flat  rate  of  6  per  cent. 

It  will  be  observed  that,  great  though  the  above  increases  are, 
they  still  fall  very  far  short  of  the  combined  burden  of  British 
income  tax  and  supertax. 

The  excess  profits  tax  differs  from  the  corresponding  British 
measure  in  three  important  respects.  In  the  first  place  the  rate 
of  the  tax  varies  according  to  the  degree  of  the  excess  profit  in 
relation  to  the  capital  employed ;  in  the  second  place  it  falls  on 
normal  profit  where  such  profit  exceeds  9  per  cent. ;  and  in  the 
third  place  the  tax  is  levied  on  individuals  engaged  in  professions 
or  occupations  as  well  as  on  businesses. 

A  domestic  corporation  may  deduct  from  its  aggregate  net 
income  (1)  an  amount  equal  to  the  same  percentage  of  the  in- 
vested capital  for  the  taxable  year  which  the  average  amount  of 
the  annual  net  income  of  the  trade  or  business  during  the  pre-war 
period  (1911-1913)  was  of  the  invested  capital  for  the  pre-war 
period  (but  not  lefss  than  7  or  more  than  9  per  cent,  of  the  invested 
capital  for  the  taxable  year),  and  (2)  $3,000;  in  the  case  of  a 
domestic  partnership  or  of  an  individual  United  States  citizen 
the  deduction  under  (2)  is  $6,000 ;  and  in  the  case  of  a  foreign 
corporation,  partnership,  or  individual  the  deduction  under  (2) 
is  nil. 

On  the  amount  of  the  net  income  in  excess  of  the  deduction 
thus  calculated  and  not  in  excess  of  15  per  cent,  of  the  invested 
capital  20  per  cent,  is  payable ;  on  income  between  15  per  cent, 
and  20  per  cent,  of  the  invested  capital  25  per  cent,  is  payable ; 
on  income  between  20  per  cent,  and  25  per  cent,  of  the  invested 
capital  35  per  cent,  is  payable ;  on  income  between  25  per  cent, 
and  33  per  cent,  of  the  invested  capital  45  per  cent,  is  payable ; 
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on  income  in  excess  of  33  per  cent,  of 

i  cent,  is  payable. 

[  Thus  the  tax  involves  the  difficult  \ 

the  "invested  capital/'  as  to  the  defin 

I  is  made  in  the  Act,  both  for  the  pre 

period ;  and  in  the  case  of  businesses  n< 
9  per  cent,  of  the  "invested  capital"  tl 
taxation  of  war  excess  profits.  Excep 
class  of  business,  there  is  no  case  in  wh 
severity  of  the  corresponding  British  ta 
In  the  case  of  salaried  men,  businei 
the  capital  employed  is  nominal  and  the 
consequently  nil,  a  flat  tax  of  8  per  cent, 
remaining  after  the  deduction  under  ( 
appears  to  operate  as  an  additional  incc 
in  excess  of  $6,000,  and  has  provoke< 
United  States. 

As  the  precise  working  of  the  incom 
may  be  a  little  difficult  to  follow  from 
the  following  concrete  examples,  work 
Congress    and  incorporated    in    the    d 
appended  : — 

I  The  following  table  shows  the  total  ar 

tion  and  excess  profits  taxes  that  will  be 
with  a  capital  of  $100,000  and  a  net  in 
a  partnership  of  three  parties  with  a  cs 
net  income  of  $50,000  : — 

For  Corporation8, 

(a)  Corporation  with  capital  of  $100,000  an 
Deducting  from  net  income  9  per  cent,  of  the  i 
tion,  plus  $8,000,  or  total  deduction  of  $12,000, 
be  $88,000. 

Tax  on  amount  in  excess  of  deduction  and 
cent,  of  capital — $8,000  at  20  per  cent. 
Tax  on  amount  of  profit  in  excess  of  15  per 
and  not  over  20  per  cent.— $5,000  at  25  pe 
Tax  on  amount  in  excese  of  20  per  cent,  of 
over  25  per  cent. — ^$5,000  at  85  per  cent. 
Tax  on  amount  in  excess  of  25  per  cent,  ai 
per  cent,  of  capital — $8,000  at  45  per  ceE 
Tax  on  amount  in  excess  of  88  per  cent,  of  c 
at  60  per  cent 

Total   excess  profits  tax       

Net  income  

Excess  profits  tax 

Net  income  subject  to  income  tax — $82,600  i 

Total    tax  
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For  Partnerahips. 

(b)  A  partnership  of  three  parties  with  a  capital  of  $100,000  and  net 
income  of  $50,000. 

Deducting  from  net  income  9  per  cent,  of  capital  invested,  plus  $6,000, 
or  a  total  deduction  of  $15,000,  shows  the  taxable  income  to  be  $85,000. 
Tax  on  amount  of  income  in  excess  of  deduction  and  not 

over  15  per  cent,  of  capital  — 

Tax  on  amount  of  income  in  excess  of  15  per  cent,  but 

not  over  20  per  cent,  of  capital— $5,000  at  25  per  cent.   $1,250  00 
Tax  on  amount  of  income  in  excess  of  20  per  cent,  but 

not  over  25  per  cent,  of  capital — $5,000  at  35  per  cent.     1,750  00 
Tax  on  amount  of  income  in  excess  of  25  per  cent,  but 

not  over  33  per  cent,  capital— $8,000  at  45  per  cent.     3.600  00 
Tax  on  amount  of  income  over  33  per  cent,  of  capital — 
$17,000  at  60  per  cent 10,200  00 


Total   excess  profits   tax  $16,800  00 

Net   income         $50,00000 

Less  excess  profits  tax *..         ...  16,800  00 

Income    for   distribution          33,200  00 

Share  for  each  partner            11,067  00 

Income  tax  for  each  partner  : 

$9,067  at  2  per  cent $18134 

$7,067  at  2  per  cent 14134 

$2,500  at  1  per  cent 25  00 

$2,500  at  2  per  cent 50  00 

$1,067  at  3  per  cent 3201 

Total  for  each   ...    • 429  69 

Total  for  all  three  (3  multiplied  by  $429.69)  or            ...  1,289  07 

Total   tax  $18,089  07 


The  principal  reflection  of  a  British  commentator  must  be 
one  of  admiration  at  the  immense  taxable  reserves  of  the  United 
States  of  America.  The  additional  taxation  now  introduced  for 
the  purposes  of  the  war  approaches  in  amount  the  total  taxation 
now  raised  in  the  United  Kingdom.  Yet,  even  so,  as  we  have 
seen  above,  the  two  principal  taxes — on  income  and  excess  profits 
— upon  which  this  taxation  is  based,  do  not  yet  begin  to  approach 
in  severity  the  corresponding  taxes  in  this  country. 

.     J.  M.  K. 

Note  on  the  Issue  of  Federal  Keserve  Notes  in  the 
United  States. 

Students  of  the  progress  of  inflation  in  this  country  may  be 
interested  in  the  following  figures -illustrating  a  parallel  move- 
ment in  the  United  States. 

The  change  of  the  Banking  Law  of  the  United  States,  by 
which,  through  the  introduction  of  the  Federal  Reserve  Banking 
system,  the  legal  minimum  of  ultimate  cash  reserve  against 
deposits  has  been  largely  reduced,  is  already  familiar,  although 
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the  enormous  creation  of  banking  cred 
has  facilitated  during  the  past  twelve  nc 
realised  except  by  those  who  have  folic 
This  note,  however,  is  concerned  not 
with  a  more  recent  and  less  familiar 
the  changed  basis  of  the  Federal  Kesei 

Up  to  so  recently  as  June  21st,  19] 
could  only  be  issued  against  (a)  a  c( 
commercial  paper,  and  also  (b)  a  reser 
in  gold.  In  practice,  up  to  the  date  at 
the  gold  reserve  always  exceeded  100  p 
fore  no  fiduciary  element.  On  May  25i 
notes  in  circulation  amounted  to  $4 
reserve  held  against  them  to  $456,611 

On  June  21st,  1917,  the  law  was  an 
notes  could  be  issued  against  a  reserve  c 
paper  and  40  per  cent,  gold,  instead  c 
cent,  commercial  paper  and  40  per  c 
rendered  possible,  and  was  coincident 
on  the  part  of  the  Federal  Reserve  Boai 
began  to  be  taken  of  the  full  inflationist 
as  the  following  figures  show  : — 


1917. 

Total  circu- 
lation of  Notes. 
1. 

Qold  Resei 
1. 

May  26        ... 
June  29 
July  27 
August  31  ... 
September  28 
October  26 
November  16 

...       464,402,000 
...       608,807,000 
...       634,016,000 
...       687,916,000 
...       699,343,000 
...       847,606,000 
...       972,686,000 

466,61 1,0( 
402,693,0< 
434,193,0( 
493,186,0( 
665,239,0( 
614,692,0( 
629,906,0C 

Thus  between  June  and  November  ol 
have  been  put  into  circulation  to  the  ei 
which  nearly  $200,000,000  were  put  int( 
weeks  ending  November  16th. 

Those  who  lament  our  own  local  inflj 
effect  in  raising  world  prices  will  m 
figures  a  cause  at  work  powerfully  c( 
conclusion. 

Those,  however,  who  are  chiefly  codc 
tion  lest  it  should  disturb  our  monetary 
of  the  world  by  raising  local  prices  abc 
level  may  take  comfort  from  the  fact  thi 
elsewhere  tends  to  redress  the  balance  fo 
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It  is  not  easy  to  see  how  the  index-numbers  of  the  world  are 
to  suffer  a  sharp  fall  even  when  the  war  has  oome  to  an  end. 

J.  M.  K. 

Extracts  from  German  Periodicals  Eelatino  to  the  War. 

The  transition  which  has  obtained  with  us  the  name  of  "recon- 
struction" is  the  theme  of  many  articles  in  the  contemporary 
periodical  literature  of  Germany.  The  revival  of  foreign  trade 
especially  occupies  the  attention  of  expert  writers.  An  article 
by  Professor  Eulenberg  in  the  Welthandel  for  September  28th 
may  be  taken  as  typical.  He  regards  the  reduction  of  prices  as 
vital  for  German  trade  after  the  war.  The  causes  of  high  prices 
appear  to  him  to  be  twofold.  In  the  first  place,  the  shortage  of 
supplies,  the  huge  demands  of  the  armies  in  every  country,  the 
crippling  of  trade  and  the  restricted  volume  of  shipping  necessarily 
force  up  the  value  of  goods.  From  this  fact  originates  the  agitation 
for  better  wages  and  higher  salaries,  and  this  again  affects  those 
goods  of  which  there  is  still  no  shortage.  There  is  also  no  doubt  that 
the  issue  of  great  quantities  of  paper  money  in  the  belligerent 
countries  is  partly  responsible  for  the  depreciation  of  currency 
value. 

These  causes  may  become  less  operative  after  the  war ;  but  it 
is  hardly  to  be  expected  that  there  will  be  in  Germany  a  return  to 
the  old  level  of  prices.  On  account  of  the  great  shortage  of  labour, 
above  all  of  skilled  labour,  but  also  owing  to  the  lack  of  journey- 
men, wages  are  bound  to  remain  very  high.  Moreover,  raw  mate- 
rials, for  which  there  will  be  a  huge  demand  in  all  countries,  will 
be  scarce  for  a  long  time.  There  will  be  a  great  famine  in  cotton 
and  copper,  timber  and  rubber,  wool  and  leather,  which  will  force 
up  prices.  In  the  same  way^the  international  market  price  of  food- 
stuffs of  every  kind  will  remain  very  high.  Everywhere  the  out- 
put of  agriculture  will  be  reduced,  and  for  that  reason  the  demand 
will  be  in  excess  of  the  diminished  production,  and  will  keep  up 
the  prices. 

The  high  rate  of  int^est,  too,  has  the  same  effect,  for  it  is 
bound  to  raise  considerably  the  cost  of  building  and  the  price  of 
credit  and  investments.  Landed  property  will  likewise  increase  in 
value,  and  agricultural  rents  will  be  correspondingly  raised.  The 
cost  of  i»roduction  will  therefore  be  very  heavy.  Lastly,  Ger- 
many can  scarcely  avoid  the  levying  of  taxes  on  consumption  and 
indirect  taxes,  and  will  have  to  subject  to  taxation  transit  and 
some  processes  of  production,  in  order  to  provide  for  the  payment 
of  interest  and  for  other  war  expenses. 
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There  is  some  ground  for  the  apprehension  that  the  high  level 
of  prices  will  be  detrimental  to  the  export  trade  of  Germany.  But 
some  of  the  fears  expressed  on  this  point  seem  to  Eulenberg  to 
be  groundless;  after  the  war  the  level  of  prices  in  the  world- 
market  generally  will  remain  high — not  only  in  Germany,  but 
all  over  the  world.  The  causes  are  not  the  same  everywhere.  In 
the  neutral  countries  and  the  U.S.  it  is  less  the  shortage  of  goods 
than  inflation — that  is,  the  rise  in  prices  through  the  excessive 
increase  in  the  circulation  of  currency,  especially  of  gold — ^which 
has  led  to  the  dearness  of  everything.  In  some  cases  these  countries 
are  practically  swimming  in  gold,  and  this  necessarily  involves  its 
depreciation.  It  comes  to  the  same  in  the  end,  however,  whether 
the  cost  of  production  is  increased  for  this  reason  or  for  that. 
These  countries  will  continue  to  have  high  prices  for  a  consider- 
able time  after  the  war,  and  there,  too,  people  will  have  to  make 
up  their  minds  to  a  permanent  raising  of  the  level  of  prices.  This 
also  applies  to  the  belligerent  States,  where  the  same  causes  will 
operate  as  in  Germany. 

It  is  clear,  continues  Eulenberg,  that  the  British  Empire  and 
South  America,  Eastern  Asia,  and  the  U.S.  after  the  war  will 
have  a  level  of  prices  similar  to  the  German.  The  U.S.  will,  for 
a  long  time,  have  to  do  without  the  stream  of  workers  which  yearly 
flowed  into  that  country.  Labour  in  the  cotton,  wheat,  and  mining 
districts  will  be  scarce  for  years,  and  for  that  reason  wages  will 
be  very  high.  The  cost  of  production  for  manufactured  articles 
in  England  and  the  U.S.,  as  in  Belgium  and  Switzerland,  will 
not  be  appreciably  lower  than  in  Germany.  Thus  the  competition 
in  prices  by  the  manufacturing  countries  appears  to  him  to  be 
practically  on  an  equal  footing.  Even  Japan  will  not  be  able  to 
offer  her  manufactures  at  such  low  prices  as  to  flood  the  world- 
market. 

On  the  other  hand,  there  remains  a  depreciation  in  the  rate 
of  exchange  very  unfavourable  to  the  entire  economic  situation. 
But,  although  on  grounds  of  home  policy  and  the  internal 
economic  situation  Germany  must  make  every  effort  to  rehabili- 
tate her  rate  of  exchange  as  speedily  as  possible,  the  level  of 
prices  need  not  at  first  be  an  obstacle  to  German  exports.  If 
the  American,  after  the  war,  can  purchase  from  her  for  $100  goods 
worth  Mk.560  instead  of  at  the  parity  rate  of  Mk.420,  it  is  natur- 
ally to  his  advantage  to  purchase.  To  exportation,  therefore,  an 
unfavourable  rate  of  exchange  and  a  depreciated  currency  act 
as  a  stimulus. 

As  regards  the  aim  of  reducing  prices,  customs  policy  will  again 
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play  a  large  part  in  international  exchange  of  goods.  In  the  next 
few  years  Germany  will  not  in  any  event  be  able  to  conclude  tariff 
treaties,  but  at  best  "most-favoured-nation"  treaties.  In  order  to 
arrive  at  any  kind  of  tariff  agreement,  the  level  of  prices  must  in 
some  measure  have  returned  to  a  normal  position,  and  it  must  be 
possible  to  see  to  some  extent  what  the  cost  of  production  will  be 
and  how  the  burdens  will  be  distributed.  So  long  as  the  position  is 
not  clear  on  all  these  points,  there  is  no  sense  in  making  individual 
tariff  compacts  for  prolonged  periods,  as  these  always  depend  on 
definite  prices.  For  it  must  be  borne  in  mind  that  customs  duties 
will  have  to  be  determined  to  a  considerable  extent  according  to 
the  prices  on  the  world-market.  If,  as  is  probable,  grain  prices 
remain  high,  then  a  duty  of  Mk.5.50  per  ton  can  hardly  be 
retained.  Owing  to  the  complete  alteration  in  the  level  of  prices 
the  question  of  customs  levies  will  present  a  new  aspect.  With 
the  best  will  in  the  world,  people  will  no  longer  be  able  to 
speak  of  the  "well-tried  policy  of  protective  duties,"  because  we 
are  faced  by  entirely  new  conditions.  It  is  not  a  question  of 
principle,  but  one  of  expediency  for  the  whole  economic  life  of 
Germany. 

After  Eulenberg  may  be  noticed  two  writers  who  diverge  from 
him,  one  in  the  direction  of  what  may  be  described  as  ultra-German 
methods,  the  other  towards  the  opposite  policy  of  free  trade  and 
leagues  of  peace.  Von  Berg,  writing  in  the  Wirtschaft^zeitung  der 
Centralmdchte,  August  31st,  expresses  the  fear  that  Germany  may 
be  excluded  from  trade  with  the  Entente  nations.  He  does  not, 
indeed,  expect  that  the  resolutions  of  the  Paris  Conference  will  be 
carried  out,  but,  rather,  apprehends,  the  unofficial  silent  economic 
boycott  which  threatens  Germany  after  the  war.  The  first  of  von 
Berg's  remedies  is  to  influence  the  Press.  The  war  has  taught  us, 
he  says,  once  and  for  all  that  our  ideas  on  this  subject  are  out-of- 
date  and  must  be  revised,  in  spite  of  the  moral  scruples  of  many 
w(Mi;hy  .Germans.  We  must  endeavour  to  work  the  Press  of  the 
whole  world  through  a  well-organised  system  of  representatives 
and  correspondents — very  different  from  idealistic  professors  with 
their  unsophisticated  appeals  to  reason  and  justice.  Foreign  techni- 
cal journals  and  light  magazines,  the  "international"  paper  and 
the  local  news-sheet,  must  equally  receive  our  attention. 

Should  certain  States  or  certain  producers  of  raw  material 
place  obstacles  in  the  way  of  Germany's  procuring  supplies,  she 
possesses  in  the  unique  position  of  some  of  her  industries  an 
extraordinarily  powerful  means  of  reprisal — i.e.,  the  dyeing  and 
chemical  industries,  certain  kinds  of  high-class  steel,  electrical 
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products,  etc.     These  must  be  placed  under  State  control  for 
export  purposes  and  used  as  what  is  called   "compensation  " 
industries. 

These  "compensation"  industries  must  on  no  account  be 
allowed  to  leave  the  country.  The  manufacturing  secrets  must 
be  preserved  with  particular  care.  Employees  with  special  inside 
knowledge  must  not  be  allowed  to  emigrate.  Betrayal  of  trade 
secrets  must  be  made  legally  punishable.  The  success  with  which 
in  some  cases  German  dyes  have  been  imitated  in  England  shows 
how  important  this  point  is  and  how  skilful  the  English  are  in 
spying  into  Germany's  processes.  The  Deutscher  Aus^enhandel 
(Vol.  xvi.,  No.  12,  p.  291)  relates  a  peculiarly  glaring  case  of  the 
secret  of  a  German  black  dye,  which  was  formerly  imported  into 
England,  having  been  discovered  through  repeated  journeys  of 
an  English  manufacturer  and  the  treachery  of  a  former  employee. 
The  good-natured  admission  of  foreigners  to  German  colleges  and 
works  must  cease.  The  internationalism  of  German  science  must 
in  future  confine  itself  to  comparative  studies  in  Sanskrit  and 
mathematics. 

The  most  difficult  problems,  however,  relate  to  the  reintro- 
duction  of  German  trade  into  enemy  countries.  Most  business 
men  to  whom  he  has  spoken  picture  this  as  quite  a  simple  matter. 
They  think  that  after  the  war  they  will  be  able  to  reopen  their 
branches  which  have  been  closed  down,  and  thence  to  forward 
to  all  parts  of  the  world  goods  bearing  German  patent  or  trade 
marks.  If,  however,  Germans  proceed  on  the  assumption  that  the 
attitude  of  customers  in  the  Entente  countries  towards  all  German 
goods  is  going  to  be  that  of  "passive  resistance"  described  above, 
it  is  clear  that  this  plan  will  not  work,  and  they  will  unfortunately 
have  to  resort  to  commercial  mimicry.  Everything  that  comes 
direct  from  Germany  or  that  bears  traces  of  German  origin  will 
at  first  be  very  difficult  to  sell  in  enemy  countries.  Their  whole 
trade  will  have  to  go  through  neutral  hands.  This  will  mean  both 
an  increased  danger  of  the  imitation  of  German  articles,  whether 
patented  at  home  or  abroad,  and  also  an  increase  in  cost  of  pro- 
duction. This,  however,  should  not  hinder  the  application  of  this 
method,  as  it  is  not  meant  to  be  adopted  permanently,  but  after 
the  war  the  foreign  market  will  require  considerable  time  to 
accustom  itself  to  German  products.  Nor  should  moral  scruples 
deter  them. 

Very  different  is  the  tone  of  Dr.  August  Miiller,  a  member  of 
the  German  Social  Democratic  Party  and  Under  &tate  Secretary 
to  the  Kriegsernahrungsamt.     The  following  extracts  from  his 
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lengthy  article  in  the  Sozialistische  Monatshefte  for  August  15th 
are  characteristic : — 

The  appalling  fact  of  the  war  has  compelled  not  only  every 
politician,  but  also  every  single  person  engaged  in  commerce  and 
industry,  to  ponder  with  the  utmost  earnestness  how  in  future 
the  recurrence  of  similar  catastrophes  is  to  be  avoided. 

Many  a  man  on  either  side  seems  to  regard  as  the  simplest 
solution  of  the  difficulty  the  "carrying  on  to  a  victorious  finish," 
"forcing  the  adversary  to  "his  knees,"  in  order  that  he  may  no 
longer  be  regarded  as  a  danger.  But  in  the  course  of  this  mur- 
derous conflict,  lasting  for  more  than  three  years,  such  a  solution 
has  shown  itself  to  both  sides  to  he  hopeless.  Moreover,  history 
teaches  us  that  no  great  nation  can  be  permanently  condemned 
to  economic  and  political  impotence  or  slavery.  But  should  we 
actually  succeed  in  gaining  a  decisive  victory  of  this  kind,  in  which 
only  a  very  few  persons,  in  view  of  the  world  of  enemies  that 
we  have  against  us,  still  believe,  we  should  then,  as  the  dominant 
race,  have  to  keep  in  subjection  by  force  of  arms  crushed  and 
dispossessed  peoples.  We  should  have  to  bear  a  weight  of  arma- 
ments for  that  purpose  which  would  make  it  impossible  for  our 
national  strength,  so  terribly  weakened  in  any  case  by  bloody 
losses,  again  to  regain  its  economic  power,  and  yet,  without  this, 
permanent  political  strength  is  impossible.  One  day  the  world 
would  rise  against  the  German  sway,  would  burst  its  fetters, 
would  destroy  our  power,  which  would  be  lacking  in  economic 
support.  For  if  we  have  been  able  to  hold  out  this  time,  we  have, 
above  all,  to  thank  our  economic  efficiency.  .  .  . 

An  economic  war  after  the  war  would  be  unbearable  for  Ger- 
many, since  she  must  import  the  raw  materials  that  are  lacking 
in  order  to  resume  once  more  the  manufacture  of  a  number  of 
her  most  indispensable  industries.  We  cannot  do  without  spin- 
ning material,  oil  seeds  and  oils,  indiarubber  and  tar,  copper, 
nickel,  manganese,  phosphates,  skins  and  hides  from  abroad.  It 
is  true  that  foreign  countries  are  also  in  need  of  our  products,  for 
during  the  war  they  have  missed  them  very  seriously.  Economic 
self-sufficiency  cannot  be  brought  about  even  during  several  years 
of  war ;  in  peace  it  would  betoken  the  decline  to  a  low  economic 
level  of  civilisation  which  would  result  in  impoverishment, 
lessened  capacity  of  output,  and  the  physical  decline  of  the 
national  strength.  Even  our  agriculture  cannot  permanently  do 
without  phosphorus  and  fodder  from  abroad.  Economic  self- 
sufficiency  would  bring  in  its  train  economic  and  at  the  same  time 
political  hostility,  and  also  once  more  the  competition  in  arma- 
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ments  of  nations  already  impoverished  and  becoming  constantly 
more  impoverished.  The  great  task  of  peace  and  of  the  future, 
on  the  other  hand,  is  to  replace  armaments  and  wars,  and,  in 
fact,  any  organisation  of  nations  founded  pn  power  by  a  peaceful 
organisation  of  agreement  and  understanding.  .  .  . 

An  agreement  must  be  come  to  on  questions  of  the  limitation 
of  armaments,  of  the  general  jurisdiction  of  arbitration  courts,  of 
the  open  door,  and  of  the  most-favoured-nation  clause,  and — after 
conceding  a  certain  transition  period — of  a  mxiximum  protective 
tariff,  which  would  perhaps  be  completely  abolished  as  soon  as  the 
export  of  the  commodities  in  question  exceeded  the  imports.  Even 
if  economic  questions  do  not  alone  turn  the  scale  in  international 
relations,  they  play  a  very  powerful  part  in  them,  and  this  part 
will  be  considerably  greater  after  the  war.  If  we  are  to  protect 
ourselves  from  being  deprived  of  the  raw  materials  necessary  for 
our  industry,  if  in  the  peace  treaty  we  stipulate,  perhaps  for  the 
first  two  peace  years,  for  the  delivery  of  definite  quantities  of 
raw  materials  and  the  reservation  of  a  corresponding  amount  of 
cargo-space,  we  must  also  pledge  ourselves  to  services  in  return 
in  the  domain  of  economics.  Above  all,  we  must  learn  to  recog- 
nise that  the  advantage  which  one  industry  or  another  derives 
from  the  prices  of  its  manufacture  being  increased  by  protective 
duties  is  as  nothing  compared  with  the  harm  which  mutual  ex- 
clusion brings  in  its  train,  nothing  compared  with  the  disaster  of 
a  war.  No  means  which  may  lessen  the  danger  of  war  for  the 
future  should  remain  unemployed. 

The  regulation  of  the  German  foreign  exchange  after  the  war 
is  discussed  by  George  Bernhard  in  a  series  of  articles  on  "Tran- 
sition Economy"  in  the  financial  weekly,  the  Plutus,  which  he 
edits.  We  Germans,  he  says,  must  reckon  upon  an  unfavourable 
balance  of  trade  in  the  period  immediately  following  the  war.  We 
shall  have  to  bring  in  such  imports  are  are  necessary  to  improve 
our  food  supplies.  Moreover,  our  industries  are  entirely  bereft  of 
raw  materials.  But,  however  carefully  we  weed  out  all  superfluous 
articles  from  among  other  imparts  of  raw  materials,  even  if  we 
prohibit  altogether  such  imports  as  are  calculated  to  injure  our 
manufactures  of  substitutes  which  have  developed  so  vigorously 
during  the  war,  still  extraordinary  imports  wdll  be  necessary  in 
order  to  facilitate  the  resumption  of  the  peace-time  activities  of 
our  industries.  These  important  goods,  both  in  quantity  and  value, 
will  greatly  surpass  our  exports.  Accordingly,  we  must  give 
systematic  support  to  our  exchange  during  the  whole  of  the  tran- 
sition period.  For  a  long  time  we  must  expect  compulsory  noti- 
fication of  transactions.    It  is  naturally  impossible  for  everyone  to 
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notify  every  day  all  the  foreign  bills  that  he  happens  to  have  in 
his  portfolio.  That  would  be  too  great  a  burden,  not  only  on  the 
business  world,  but  also  on  the  Beichsbank  and  the  private  banks. 
But,  thinks  Bernhard,  every  business  man  will  have  to  be  com- 
pelled to  draw  up  at  the  end  of  the  month  a  statement  of  all  his 
claims  on  foreign  countries  and  to  send  it  in  to  the  Beichsbank, 
naturally  arranged  under  the  headings  of  the  countries  concerned. 
The  same  obligation  must  be  laid  on  the  business  world  in  respect 
of  its  debts  abroad.  There  ought  also  to  be  a  compulsory  notifica- 
tion of  capital  investments  abroad. 

After  developing  these  suggestions  in  detail  Bernhard  concludes 
as  follows.  A  well-managed  State  organisation  of  the  foreign 
bill  business,  or  at  least  of  the  supervision  of  foreign  bills,  will 
enable  the  State  to  exercise  a  stimulating  cfr  restrictive  influence 
on  the  imports  of  goods,  according  as  these  are  important  raw 
materials  or  unimportant  luxury  articles.  In  the  first  period  per- 
haps the  rough-and-ready  protection  of  import  prohibitions  will 
have  to  be  resorted  to.  But  import  prohibitions  are  crude 
measures,  which,  moreover,  may  give  the  impression  of  hostility 
abroad,  and  they  should  not  be  retained  in  use  any  longer  than 
is  absolutely  necessary.  In  many  respects  the  difficulty  or  facility 
with  which  foreign  bills  can  be  obtained  will  play  a  great  part, 
and  one  might  imagine,  for  instance,  that  the  State  would  grant 
credits  at  fixed  rates  of  interest  for  the  importation  of,  or  pay- 
ment for,  important  raw  materials  by  the  home  consumer.  The 
consideration  of  such  possibilities,  however,  brings  us  back  to  the 
most  essential  feature  of  transition  economy,  namely,  the  regula- 
tion of  imports  of  goods  and  the  distribution  of  the  articles 
imperiled. 

Even  more  drastic  regulations  are  proposed  by  Dr.  August 
Miiller  (a  member  of  the  German  Social  Democratic  Party  and 
Under-Secretary  to  the  German  Kriegsemahrungsamt)  in  the 
Sozialistische  Monatshefte  of  August  15th. 

When  the  war  is  over,  he  writes,  Gewnany  will  be  immedi- 
ately faced  with  the  fact  of  the  disappearance  of  the  Mk.20  mil- 
liards of  her  import  and  export  trade,  yet  who  amongst  us  gives  the 
matter  a  thought,  outside  the  ranks  of  the  economists,  traders,  and 
manufacturers  in  whose  hands  this  import  and  export  trade  lies? 
As  for  the  question  of  the  currency  exchange^  which  is  so  in- 
timately connected  vrith  it,  it  is  a  sealed  book  to  the  vast  majority 
of  Germans,  while  there  is  perhaps  even  less  realisation  of  what 
it  means  that  our  transport  institutions  and  our  industrial  plant 
have  for  three  years  been  subjected  to  a  constantly  intensified 
working  strain  without  the  possibility  of  adequate  repair.  .  .  . 
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We  shall  have  to  oppose  to  the  private  economic  control  {Eigerv- 
wirUchaft)  whiqh  obtained  until  August  Ist,  1914,  the  public 
economic  control  (Gemeinmrtschaft)  of  the  iaransition  period. 

Dr.  W.  Eggenschwyler,  of  Zurich,  in  an  article  which  appeared 
in  the  September  number  of  Die  Bank,  anticipates  serious  shortage 
of  capital.  The  supply  of  movable  accessories  necessary  for  pro- 
duction, as  well  as  foodstuffs,  raw  materials,  and  half -manufactured 
goods  will  be  utterly  inadequate,  since  the  stock  of  such  accessories, 
so  far  as  they  are  suitable  for  use  in  time  of  peace,  will,  it  is 
estimated,  have  been  reduced  at  the  end  of  the  war  by  two-thirds 
of  its  level  before  war  broke  out.  If  peace  had  been  concluded 
within  six  months,  Europe  would  have  benefited  considerably  by 
the  great  American  stock  of  accessories.  Now,  however,  America 
is  gradually  using  up  this  stock  of  hers,  and  is  thus  injuring  her 
Allies  more  than  she  can  help  them  in  the  field.  ...  It  is  not  a 
matter  of  the  number  of  milliards  collected  in  the  portfolios  of 
the  manufacturers  and  private  capitalists,  but  solely  of  the  actual 
resources  available  for  purposes  of  production — that  is,  the  stocks 
of  goods  serving  for  the  maintenance  of  the  army  of  labour.  The 
smaller  these  stocks,  the  more  sharply  is  the  coming  period  of 
inauguration  bound  in  the  first  place  to  force  up  all  prices  and 
thus  bring  about  a  crisis.  The  vanished  supply  of  goods  cannot 
simply  be  evolved  again  out  of  nothing,  but  must  grow  slowly  of 
itself.  There  will  certainly  be  no  lack  of  employment.  The  only 
question  is  whether  it  will  be  employment  which  is  remunerative, 
ensuring  sustenance,  or  breadless,  that  the  armies  returning  to 
their  various  Fatherlands  will  find.  In  order  to  maintain  the 
population  flowing  backirom  the  field  and  the  war-workshops  on 
the  same  basis  of  pay  and  subsistence  as  during  the  war,  the 
same  total  amount  for  pay  is  necessary  as  the  States  and  industry 
together  expended  for  this  purpose  during  the  war.  If,  as  is 
very  likely,  industrial  private  capital  in  the  coming  peace  con- 
ditions is  unable  to  relieve  the  State  of  any  considerable  part  of 
this  burden,  because  on  the  conclusion  of  peace  the  market  for 
capital  will  be  entirely  exhausted  or  invested  in  war  loan,  then 
it  would  be  necessary  for  the  State  in  the  early  years  of  peace  to 
pay  out  just  as  much  for  the  employment  of  the  returned  armies 
of  labour  as  it  did  before  for  the  manufacture  of  armament  and 
the  prosecution  of  the  war  :  to  wit,  at  the  present  value  of  money 
Mk.30  to  40  milliards  in  the  case  of  every  great  State,  and,  should 
the  value  of  money  further  depreciate,  proportionately  more.  This 
calculation  we  can  very  easily  put  to  the  test.  Six  to  nine  millions 
of  the  proletariat  discharged  from  the  Army  and  from  war  indus- 
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tries  (including  many  persons  who  formerly  belonged  to  the 
middle  class)  will  require  on  an  average  at  the  present  value  of 
money  Mk.2,500  to  3,000,  or,  if  it  depreciates  further,  Mk.3,600 
to  4,000  as  wages.  The  total— about  Mk.20  to  30  milliards  per 
annum — is  lower  than  the  total  war  expenditure  only  because  the 
latter  also  embraces  the  incomes  of  contractors  and  private 
capitalists,  and  indirectly  goes  to  feed  numerous  occupations 
which  are  not  included  among  the  six  to  nine  million  persons. 

In  view  of  the  enormous  shortage  of  goods  which  is  to  be 
anticipated  and  the  diflSculty  necessarily  involved  by  it  of  ob- 
taining the  materials  and  accessories  which  are  absolutely 
essential  for  any  industrial  activity,  it  is  certainly  not  a  matter 
of  indifference  to  the  economic  development  of  the  country  that 
millions  of  ex-soldiers  should  be  hanging  about  idle  or  only 
working  half-time  for  three,  six,  or  more  months,  and  thus,  while 
producing  nothing  themselves,  consuming  the  supplies  that  are 
still  available.  It  will  rather  be  one  of  the  chief  tasks  of  the 
State  from  the  moment  when  peace  is  concluded  to  provide  for  the 
utilisation  of  all  the  available  supplies  and  labour  so  as  to  bring 
about  the  utmost  possible  production.  This  can  best  be  done  by 
continuing  to  employ  those  who  cannot  find  work  in  private  con- 
cerns for  the  time  being- under  military  control  on  the  land,  in 
State  undertakings,  mines,  shipyards,  bakeries,  and  slaughter- 
houses. This  could  be  accomplished  by  means  of  a  gradual 
demobilisation. 


Recent  Professorial  Appointments  at  Berlin 
To  the  Editor  of  the  Economic  Journal. 

Sir, 

In  bis  note  on  the  teaching  of  economics  in  Germany  after  the 
war  in  your  last  number,  Dr.  Epstein  calls  attention  to  the  two 
new  appointments  at  Berlin,  Sombart  and  Schumacher.  In  an 
appreciative  notice  of  Sombart,  with  most  of  which  I  am  in  entire 
agreement,  he  ascribes  the  notorious  Hdndler  und  Helden  to  a 
judgment  warped  by  war.  To  me  it  seems  a  natiu*al  product  of 
the  man  as  revealed  in  his  previous  work.  He  was  always  violent. 
He  was  nearly  as  rude  to  inoffensive  economic  historians  else- 
where as  he  was  in  that  book  to  us,  the  Handler.  His  philosophy 
seemed  to  consist  mainly  in  an  appreciation  of  the  clashings  of 
things,  and  I  have  heard  a  German  economist  define  his  style  as  a 
"schlechte  Feuilleton  Styl." 

Of  Schumacher's  political  economy  Dr.   Epstein    does    not 
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say  very  much,  quite  naturally.  Schumacher,  whom  I  have  met, 
is  a  finished  man  of  the  world,  a  very  different  man  from  Sombart, 
whom  I  have  only  read.  But  my  memory  tells  me  that  it  was 
he  who,  about  two  years  ago,  proposed  to  retain  Belgium,  make 
use  of  her  resources,  keep  her  people  under  with  a  strong  police, 
and  give  her  no  political  rights. .  I  do  not  bring  this  charge  against 
him,  for  I  cannot  lay  my  hand  on  a  reference.  Can  Dr.  Epstein 
give  me  the  reference?  If  he  can  prove  my  memory  at  fault  I 
shall  be  very  glad ;  but  I  think  it  is  right. 

The  loud  Sombart,  with  his  rant  about  "the  steel-clad  Ger- 
man Michael,  leaning  on  his  sword,  and  despising  the  yelps  of  the 
intellectuals  of  all  nations  "  (or  thereabouts),  one  can  laugh  at  and 
perhaps  forgive.  But  if  my  memory  is  right  there  is  a  more  culti- 
vated economist  in  Berlin  who  should  not  be  admitted  into  the 
society  of  decent  scholars  unless  he  recants. 

Yours,  etc., 

J.  H.  Clapham 
King's  College,  CcCmbridge. 

\_Note  by  Editor. — Dr.  Epstein  writes  to  me  with  reference  to 
Dr.  Clapham's  question  above  : — "Schumacher  is  a  thorough-going 
annexationist  and  Pan-German  of  the  worst  type.  I  cannot  quote 
chapter  and  verse  for  Dr.  Clapham's  statement  as  to  his  views 
about  Belgium,*  but  I  believe  that  substantially  it  is  correct.  It 
is  significant  of  the  trend  of  things  in  Germany  that  a  violent  Im- 
perialist like  Schumacher  and  a  political  mad-hatter  like  the  author 
of  Handler  und  Helden  should  have  been  appointed  to  influential 
chairs  at  what  is  considered  the  premier  University  in  the  Empire. 
It  would  be  blindness  or  prejudice,  however,  to  minimise  their  im- 
portance as  economists  because  their  political  views  are  vicious."] 


OBITUAEY 

Adolf  Wagner. 


Adolf  Wagner  died  in  Berlin  on  November  8th,  1917,  in  his 
83rd  year.  Bom  at  Erlangen  on  March  25th,  1835,  he  studied 
law  and  economics  at  Gottingen  and  Heidelberg,  taking  the  doc- 
tor's degree  in  1857  with  a  dissertation,  characteristically  enough, 
on  banking.  The  greater  part  of  his  career  he  spent  at  Berlin, 
where  he  taught  from  1870  to  1916.  Before  coming  to  the  capital 
he  held  posts  as  teacher  of  economics  or  statistics  at  the  Com- 

*  But  8e€  Hermann  Schumacher,  Antwerpen,  seine  Weltftellung  und  Btdeui- 
ung  fur  da$  deutsehe  WirUchaftdehen.    (Leipzig  :  Duncker  und  Humbloi.) 
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mcrcial  Academy  in  Vienna  (1868-1863),  the  Commercial  Academy 
at  Hamburg  (1863-1865),  the  University  of  Dorport  (1865-1868), 
and  the  University  of  Freiburg  (1868-1870).  In  1895  he  was 
Hector  at  Berlin. 

Apart  from  a  great  number  of  lesser  writings,  beginning  with 
his  first  book,  Beitrdge  zur  Lehre  von  den  Banken  (1857), 
Wagner's  best-known  works  are  his  survey  of  political  economy, 
Grundlegung  der  politischen  Oekonomie,  and  his  treatise  on 
public  finance,  in  four  volumes  (1883-1896),  which  may  be  said 
to  exhaust  the  subject. 

His  main  work  in  life  was  to  teach  economics,  and  in  the 
forty-six  years  xof  his^academic  career  at  Berlin  there  must  have 
sat  at  his  feet  thousands  of  students,  a  good  many  of  whom  in 
later  life,  as  officials  and  politicians,  helped  to  fashion  the  Ger- 
man Empire  of  to-day.  In  this  sense  Wagner  may  claim  to  have 
indirectly  influenced  the  economic  policy  of  Germany.  But 
directly,  too,  he  has  much  to  his  credit,  particularly  in  the  ex- 
tensive schemes  of  social  insurance  in  which  Germany  led  the 
way  in  the  early  'eighties.  Indeed,  Wagner  inspired,  and 
stoutly  supported,  the  whole  of  Bismarck's  economic  programme 
— social  insurance,  protective  tariffs,  railway  nationalisation,  and 
the  rest. 

On  the  public  platform,  as  in  the  professorial  chair,  Wagner 
was  energetic,  rugged,  and  combative.  He  was  a  bom  fighter, 
having  inherited  this  characteristic,  as  he  once  told  his  students, 
from  his  father.  No  sooner  was  he  convinced  of  the  truth  of  any 
economic  theory  than  he  set  about  getting  it  cairied  into  practice. 
The  dominant  theory  of  his  economic  creed  was  that  ethics  and 
morality  must  govern  economic  activities;  and  as  unti;^mmelled 
individualism  will  not  always  be  just,  the  State  must  step  in  to 
protect  those  who  are  economically  weak.  Yet  Wagner  grew  up 
as  a  free"  trader  and  a  devotee  of  laissez-faire !  It  was  from  1871 
that  the  turning-point  in  his  outlook  may  be  dated,  after  the 
famous  lecture  which  brought  him  the  nickname  of  "Professorial 
Socialist "  {Kathedersozialist).  There  is  no  denying  that,  despite 
his  extreme  chauvinism  and  conservatism,  he  was  yet  a 
Socialist.  He  condemned  economc  liberalism  and  preached  the 
excellence  of  State  enterprise  and  State  regulation.  It  must  have 
given  him  great  satisfaction  to  see  how  during  the  war  the  State 
in  Germany  took  in  hand  th^  distribution  of  food  and  clothing,  and 
the  regulation  of  business  and  output.  His  attitude  of  mind  can 
be  easily  explained — he  was  a  devout  Christian  and  sought  to 
apply  Christian  ethics  to  modern  economic  activities.     Never- 
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theless,  he  was  narrow  in  bis  sympathies.  For  many  years  he 
was  allied  with  conservative  reaction  in  Prussia,  having  been  a 
member  of  the  Bight  in  the  Prussian  Lower  House  from  1882  to 
1885,  and  in  the  Upper  House  since  1899.  As  in  1870  he  advocated 
the  acquisition  of  Alsace-Lorraine,  so  in  1917  he  favoured  the 
annexation  of  the  Baltic  Provinces  of  Bussia. 

At  his  lectures  he  spoke  quickly,  his  voice  sounding  as  though 
it  were  emitting  short  barks.  He  was  always  very  serious;  he 
seemed  incapable  of  smiling.  But  his  thoroughness  and  the 
extent  of  his  knowledge  made  the  student  feel  that  he  was  at  the 
fountain-head.  Wagner  studied  his  pupils'  convenience.  At  the 
beginning  of  each  course  he  provided  a  printed  syllabus,  contain- 
ing headings  and  references  which  were  elaborated  in  the  lecture- 
room.  I  have  just  turned  to  my  own  copy  (on  economic  theory) ; 
it  runs  to  fifty-two  closely-printed  pages,  and  one  marvels  at  the 
completeness  of  the  course.  Wagner  appears  to  have  overlooked 
nothing. 

The  account  here  given  of  the  great  German  economist  may 
be  supplemented  by  the  article,  by  the  present  writer,  in  the 
Economic  Joubnal  for  March,  1916  (pp.  130-132),  on  the  occasion 
of  Wagner's  retirement.  M.  Epstein 


Daniel  Bellbt. 

We  regret  to  record  the  death,  on  October  11th,  of  M.'  Daniel 
Bellet,  perpetual  secretary  since  1906  of  the  Sociitd  d*iconomie 
politique,  general  secretary  of  the  Ligue  du  libre-ichange,  of 
which  he  was  one  of  the  principal  founders,  and  professor  at  the 
Ecole  libre  des  sciences  politiques>. 

Born  in  1864,  the  son  of  a  professor,  Daniel  Bellet,  pupil  and 
successor  of  Jules  Fleury,  was  brought  up  in  the  classical  tradi- 
tion of  French  Political  Economy,  and  devoted  his  whole  life  to 
the  organisation  and  popularisation  of  the  ideas  of  his  masters. 
A  voluminous  writer  and  frequent  contributor  to  the  Journal  des 
Economist's,  Beliefs  principal  rdle  was  to  be  found,  nevertheless, 
in  the  organisations  with  which  he  was  associated  rather  than  in 
original  contributions  to  economic  science.  His  passions  deeply 
aroused  by  the  origin  and  progress  of  the  war,  his  latest  publica- 
tions. La  Mentaliti  teutonne  and  Le  Commerce  allemand,  were 
the  vehicle  for  his  feeling  of  profound  repugnance  against  the 
spirit  and  genius  of  the  German  Empire.  A  personal  and  sympa- 
thetic notice  of  his  career  from  the  pen  of  his  colleague  M.  Yves 
Guyot  is  to  be  found  in  the  Journal  des  Economistes  for  November. 
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Current  Topics 

The  following  have  been  elected  to  membership  of  the  Eoyal 
Economic  Society  : — 

Sir  P.  Aiyer,  K.C.S.I.  B.  B.  Mukherji 

F.  A.  Bland  -    Miss  J.  E.  Norton 

K.  Chandra  C.  W.  Eattray 

P.  E.  DoUin  K.  J.  Shelley 

Capt.  A.  G.  Donald  H.  A.  Silverman 

E.  H.  Foi  J.  P.  Srivastava 

H.  A.  Fortington  Mrs.  M.  B.  Stocks 

I.  S.  Haji  E.  Sundarachari 

M.  C.  Harman  Thakur   Kushal    Singh   of 

Prof.  W.  J.  Hinton  Geejgarh 

T.  Irvine  P.  Vlasto. 

J.  C.  Mitra 


Our  correspondent  in  South  Africa  writes  as  follows  ; — 

"The  war,  making  the  importation  of  some  goods  almost 
impossible,  and  raising  the  price  of  others  excessively,  has  given 
a  considerable  impetus  to  manufacturing  in  South  Africa.  Clothing 
that  was  formerly  imported,  is  being  made  up  from  imported  tex- 
tiles ;  a  good  deal  of  small  engineering  work  is  being  done,  especi- 
ally the  making  of  spare  parts  for  motor-cars ;  and  the  preparation 
of  local  foodstuffs  is  being  undertaken  more  largely  than  before. 

The  Government  have  appointed  an  advisory  committee,  con- 
sisting of  scientific  and  technical  experts,  on  the  nomination  of  the 
local  scientific  societies;  this  committee,  which  meets  usually  in 
Johannesburg,  has  begun  by  obtaining  a  number  of  reports  v^hich, 
between  them,  will  form  a  survey  of  the  natural  resources  of  the 
Dominion.  These  are  being  published  in  a  new  official  Journal 
of  Industries.  The  committee  was  first  under  the  chairmanship  of 
of  Dr.  Caldecott,  metallurgist  to  the  Consolidated  Goldfields  of 
South  Africa,  and  afterwards  under  Mr.  Bernard  Price,  consulting 
engineer  to  the  Victoria  Falls  Power  Company. 

The  Government,  with  a  view  to  putting  this  movement  on  a 
firm  basis,  intend  shortly  to  appoint  a  permanent  official,  as 
*  Advisor  on  Industries.* 

Prices  of  local  products  have  risen,  but  much  less  than  in 
Europe ;  perhaps  20  per  cent,  has  been  added  to  the  cost  of  living 
for  the  working  classes  in  the  towns." 

EusKiN  College  held  the  third  of  its  National  Conferences 
of  working-class  bodies  at  Birmingham  on  September  21st  and 
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22nd  last.  The  subject  discussed  was  *'Some  Economic  Aspects 
of  International  Kelations."  The  papers  read  were  :  "Commercial 
Policy  and  our  Food  Supply,"  by  Mr.  H.  Sanderson  Fumiss, 
Principal  of  the  College;  "The  Influence  of  the  War  on  Com- 
mercial Policy,"  by  Professor  Edwin  Cannan;  and  "Capitalism 
and  International  Eolations,"  by  Mr.  A.  E.  Zimmern.  All  the 
papers  evoked  animated  discussions,  which  were  led  respectively  by 
Mr.  A.  E.  Mabbs,  Coventry  Trades  and  Labour  Council ;  Mr.  J.  C. 
Newlove,  Gteneral  Secretary,  Postal  and  TJplegraph  Clerks' 
Association;  and  Mr.  T.  E.  Naylor,  General  Secretary,  London 
Society  of  Compositors.  The  papers,  with  a  full  report  of  the 
proceedings,  have  recently  been  published  in  booklet  form,  price 
7d.  net,  9d.  post  free,  and  can  be  obtained  from  the  Secretary, 
Buskin  College,  Oxford,  or  from  the  General  Secretary  of  the 
Workers'  Educational  Association,  14  Red  Lion  Square,  Holbom, 
London,  W.C.I.  The  publication  forms  the  third  volume  of 
"The  Reorganisation  of  Industry  Series,"  published  by  the 
College.  Volume  I.  is  noticed  in  a  review-article  by  Mr.  L.  L. 
Price  in  the  Economic  Journal  for  December,  1916.  Volume  II. 
is  noticed  among  "Current  Topics,"  June,  1917. 

The  alliance  which  two  leading  London  banks  have  respectively 
made  with  two  banks  in  the  North  of  Ireland  may  be  regarded, 
we  trust,  both  as  a  sign  and  a  cause  of  Irish  prosperity.  Certainly 
the  shareholders  in  the  Irish  banks  have  gained  by  the  transaction. 
By  the  exchange  of  their  own  shares  for  shares  in  the  London 
City  and  Midland  Bank  it  appears  that  the  shareholders  of  the 
Belfast  Bank  will  receive  27s.  in  dividends  for  every  208.  lOd. 
which  they  received  last  year.  The  shareholders  in  the 
Ulster  Bank  receive  in  return  for  each  of  their  own  shares 
two-thirds  of  a  share  in  the  London  County  and  Westminster 
Bank,  together  with  £2  lOs.  in  cash.  It  is  estimated  by  the 
Bankers'  Magazine  that  each  shareholder  in  the  Ulster  Bank 
will  receive  dividends  from  the  London  institution  equal  to  24 
per  cent.,  as  against  21 J  per  cent,  which  he  received  from  his 
own  bank  for  the  past  year,  besides  interest  on  the  cash  payment. 
We  leave  it  to  our  banking  contemporaries  to  estimate  the 
prospects  of  advantage  which  have  prompted  the  offers  of  the 
English  institutions.  We  only  venture  to  say— in  words  recently 
used  in  a  different  connection  by  the  Public  Orator  at  Oxford— 
that  one  at  least  of  the  English  banks  was  actuated  "ripas 
ul(s)terioris  amore." 

Military  honours  have  not  often  in  this  country  been  asso- 
ciated with  distinction  in  Political  Economy.    We  should  perhaps 
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have  to  go  back  to  a  contemporary  of  Eicardo,  Colonel  Torrens, 
for  a  parallel  to  the  career  of  Lieutenant  D.  H.  Macgregor,  Pro- 
fessor of  Economics  in  the  University  of  Leeds,  to  whom  the 
Military  Cross  has  been  awarded  "for  gallantry  and  devotion  to 
duty  in  action." 

Among  distinctions  which  economists  have  received  this  yeair 
it  should  also  be  recorded  that  the  honour  of  knighthood  has  been 
conferred  on  Professor  Ashley,  of  the  University  of  Birmingham. 
Mr.  J.  M.  Keynes  has  been  created  C.B.  and  Professor  S.  J. 
Chapman  C.B.E.       

Pbofessor  Sir  William  Ashley  lately  came  forward  at  a 
meeting  of  manufacturers  at  Birmingham  in  what  he  described 
as  a  "novel  rdle  for  an  English  economist "  :  that  of  an  advocate 
for  combination  among  manufacturers.  He  did  not  dispute  that 
the  older  economists  might  have  been  right  in  their  devotion  to 
competition,  having  regard  to  the  conditions  of  their  time.  But 
he  pointed  out  that  the  conditions  had  been  changed  by  the  amount 
of  "fixed"  charges  now  required,  and  the  new  character  of  inter- 
national competition.  He  was  attracted  not  so  much  by  the 
cheapness  which  might  be  expected  from  organisation  as  by  the 
prospect  of  improvement  in  the  social  well-being  of  the  people. 
Combinations  can,  under  competent  guidance,  serve  the  immensely 
important  social  purpose  of  minimising  unemployment. 

Sir  William  Ashley  appeared  in  another  novel  rdle  last 
month  when  he  delivered  in  Harbome  Church,  Birmingham,  an 
address  which  is  reported  in  the  Guardian  of  November  22nd,  in 
that  portion  of  their  columns  which  is  headed  "The  Pulpit." 
The  part  of  this  powerful  address  which  especially  concerns  the 
economist  is  that  which  contains  the  renunciation  of  Adam  Smith's 
doctrine  that  every  individual,  while  "intending  only  his  own 
gain,"  is  led  by  an  "invisible  hand"  to  promote  the  public  good. 
It  is  now  recognised,  said  the  preacher,  after  painful  experience, 
that  "individual  competition  with  *  every  man  for  himself '  is  not 
always  the  field  of  operation  of  an  Invisible  Divine  Hand,  but 
often  one  where  the  devil  takes  the  hindmost — and  in  a  real  sense 
the  foremost  too." 

Just  as  we  are  going  to  press  we  learn  with  deep  regret 
that  Lieutenant-Colonel  William  Kennedy  has  been  killed  at  the 
Front.  He  had  been  a  student  at  the  London  School  of 
Economics  and  was  the  author  of  an  important  study  on  "English 
Taxation,  1640-1799,"  published,  in  1913,  under  the  auspices  of 
the  London  School. 
No,  108.— VOL,  xxvn.  q  q 
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Journal  of  the  Royal  Statistical  Society. 

July,  1917.  Statistical  Aspects  of  Inflation,  Prof.  J.  S.  Nichol- 
SON.  The  arguments  used  by  Prof.  Nicholson  in  his  article  of 
December,  1916,  in  the  Economic  Journal  are  here  reinforced 
by  statistics.  The  reading  of  the  paper  was  followed  by  an 
interesting  debate,  in  which  Mr.  Hartley  Withers  and  Mr.  Huth 
Jackson  took  part.  Note  on  the  Births  and  Death-rates  in 
Various  Parts  of  England  and  Wales  in  1915.  Thomas  A. 
Welton.  Ascertainment  of  Mean  Population  from  Census 
Returns,     A.  T.  Tbaversi. 

Quarterly  Review. 

November,  1917.  German  Trade  after  the  War.  W.  Harbutt 
Dawson.  Germany  will  again  become  a  formidable  competitor. 
The  boycott  threatened  by  the  Paris  resolutions  will  not  work. 
We  cannot  supply  the  French  with  the  articles  which  they  could 
obtain  from  Germany;  nor  qbxl  our  traders  be  compensated  for 
the  loss  of  German  trade.  The  danger  of  German  "dumping  " 
is  not  so  great,  nor  so  easily  counteracted,  as  some  suppose.  One 
of  our  defensive  measures,  the  amendment  of  the  Patent  Law, 
actually  promoted  "peaceful  penetration."  "Germans  who  held 
valuable  patents  set  up  their  own  works  in  this  country  raUier 
than  sell  their  rights  for  a  trifle."  Let  us  combat  our  rival  with 
his  own  weapons:  "brains,  science,  education,  organisation, 
and  push." 

Nineteenth  Century. 

September,  1917.  Agriculture  and  the  Minimum  Wage.  F.  E. 
Green.     A  minimum  of  309.  is  advocated. 

The  Round  Table. 

December,  1917.  After  a  comparison  between  German  and  English 
banking,  the  leader-writer  recommends  the  creation  of  an  in- 
stitution to  form  a  link  between  British  industries  and  the  British 
investor.  Under  the  head  of  "Labour  and  Reconstruction,"  the 
conditions  making  for  unrest  are  described  from  the  labourer's 
point  of  view ;  the  proceedings  of  the  Trade  Union  Congress  are 
summarised ;  and  good  advice  as  to  the  co-operation  of  employer 
and  employed  is  well  expressed. 
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Better  Business  (Dublin). 

The  Need  for  an  Economic  Institute  in  Dublin.  G.  D.  Cummins. 
An  institution  on  the  lines  of  the  Mus6e  Social  or  the  Agricul- 
tural Institute  at  Kome  would  be  of  great  benefit  to  Ireland. 
German  Co-operators  and  the  War.  F.  E.  Marks.  Extracts 
from  the  secretary's  report  to  the  Imperial  Union  of  German 
Agricultural  Go-operative  Societies.  The  outlook  is  described 
as  satisfactory.  Co-operators  and  the  Oovemmerit.  Cruise 
O'Brif.n.  Referring  to  the  "political  policy"  adopted  at  the 
Swansea  Co-operative  Congress  and  to  the  iBmergency  Congress 
subsequently  held  in  London. 

Quarterly  Journal  of  Economics  (Cambridge,  Mass.). 

August,  1917.  The  Nature  of  Interest  and  the  Causes  of  its  Fluctua- 
tions. A.  F.  McGouN.  Marketing  Agencies  between  Manu- 
facturer and  Jobber.  L.  D.  Weld.  The  Use  of  Private  Tokens 
for  Money  in  the  United  States.  E.  W.  Barnard.  Oasoline 
Prices  as  Affected  by  Interlocking  Stock-ownership  and  Joint 
Cost,  L.  H.  Haney.  a  Study  of  Mitchell* s  "Enquiries  into 
Prices,**  B.  W.  King.  A  criticism  of  Prof.  Mitchell's  "Business 
Cycles."  Trade  Unionism  in  the  Iron  Industry.  A.  E.  Hoag- 
land.     Oeneral  Intelligence  and  Wages.     R.  M.  Woodbury. 

The  American  Economic  Review  (Princeton). 

September,  1917.  The  Reserves  Situate  in  the  Federal  Reserve 
System.  Ray  B.  Westerfield.  Fall  River  Sliding  Scale 
Experiment,  Stanley  E.  Howard.  A  lucid  description  of  the 
origin  and  history  of  an  experiment  made  in  the  cotton  textile 
mills  of  Pall  River,  Massachusetts,  between  1905  and  1910 ;  and 
an  analysis  of  the  causes  which  led  to  its  abandonment.  The  War 
and  Trans-Pacific  Shipping.  Abraham  Bbrglund.  Early  Regu- 
lation of  Public  Service  Corporation.  M.  H.  Hunter.  Price 
Problems  in  the  Lumber  Industry,     Wilson  Compton. 

The  Journal  of  Political  Economy  (Chicago). 

July,  1917.  The  War  and  Women*s  Work  in  England.  Edith 
Abbott.  A  specialist  on  the  subject  of  women's  work  sum- 
marises the  increase  of  their  employment  due  to  the  war,  and 
the  effect  on  the  wages  and  the  health  of  the  women  employed. 
The  Uniform  Bill  of  Lading.  C.  S.  Duncan.  Medical  Benefits 
under  Workmen*8  Compensation,    I.  M.  Rubinow, 

Journal  des  Economiste^  (Paris). 

August,  1917.  La  houiUe  blanche  pendant  la  guerre.  A.  Paw- 
lowski.  Dommages  de  guerre.  D.  Bellet.  L*imp6t  cddulaire 
sur  Us  revenus.  B.  Falck.  La  notion  du  change.  M.  Bellom. 
Among  the  elements  determining  the  course  of  exchange  the 
confidence  of  tiie  creditors  in  their  debtors  figures  largely,  pro- 
curing delay,  substituting  for  the  debtor  a  compatriot  of  the 
creditor,  and  in  other  ways  illustrated  in  the  course  of  the  war. 
The  Allies  have  verified  the  dictum  of  Demosthenes  that  credit 
was  more  valuable  than  gold. 

Q  Q* 
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SEPTEMBER,  1917.    Le  ContTdledu  ^^^^^^^f^t/^'^a  ""^^ 

VEtat.    A.  Raffalovich.    La  queatton  de  I  (UcooL   ii.  bcHBLLE. 

October.  U'^impenal  vreferencer  Yves  Guyot.  De  VinfUiUon, 
A  Raffalovich.  La  commercialisatton  des  byndicatB  projes2 
aioneU.     Fbrnand-Jacy.      L*Ot,   Us  Prix,  la  Guerre.     Rbn* 


PUPIN. 


VEconomiste  FrauQais  (Paris). 


In  the  numbers  for  October  20th  and  November  10th,  M  A^ur 
Raffalovich  summarises  the  paper  on  inflation  read  by  Prof. 
J.  S.  Nicholson  before  the  Royal  Statistical  Society,  and  the 
subsequent  debate,  and  gives  his  own  view  that  the  rise  of  prioea 
is  due  both  to  the  increase  of  money  and  the  restriction  of  supply. 

In  the  former  number  M.  Edouard  Payen  describes  the 
economic  condition  of  Morocco :  prosperous  and  busy  with  public 
works,  especially  the  construction  of  new  roads—"  a  workshop  or 
building-yard  (chantier)  is  worth  a  regiment  as  a  preserver  of 
order,"  says  General  Lyautey.  The  imports— sugar,  tea,  coffee, 
etc.,  and  many  kinds  of  matericJs  and  machinery — exceed  the 
exports— ^mostly  products  of  the  farm.  The  exportation  of  eg^ 
rose  from  the  vsAue  of  1,000,000  francs  in  1914  to  9,600,000  m 
1916. 

We  have  not  space  to  summarise  the  series  of  instruc- 
tive concrete  studies  which  M.  Payen  has  contributed  to  earlier 
niunbers,  showing  the  production  and  prices  of  various  com- 
modities in  war-time — alimiinium,  nickel,  manures,  jute,  cotton, 
leather,  cacao,  tea,  and  many  others.  A  featiure  common  to 
many  commodities  required  for  war  is  a  great  increase  both  in 
price  and  quantity,  e.g,,  cacao,  and  jute  (required  for  sandbags 
and  other  militai^  purposes).  The  difficulty  of  reg\ilating  the 
price  of  tea  in  England  is  noted.  It  seems  possible  to  fix  the 
price  of  a  standard  boot  in  France,  a  "national  type,"  of  which 
at  least  a  third  of  the  "civilian  production  "  must  consist. 

Jahrbucher  fiir  Nationaldkonomie  und  Statistik  (Jena). 

Zur  Analyse  des  OeldTprohlemB.  Karl  Elster.  Referring  largely 
to  Liefmann's  recent  work,  Oeld  und  Gold, 

De  Economist  (La  Hague). 

August — September,  1917.  De  Staathuiahoudkunde  in  verstand  met 
den  wereldoorlog.  Prof.  J.  D'Aulnis  de  Bourouill.  This  is 
a  lecture  at  the  University  of  Utrecht.  The  lecturer  refers  to 
Mr.  Treub's  book,  Oorlagstijd,  for  a  full  description  of  ibe  breach 
which  war  has  made  in  the  economic  rigime — ^veto  on  exporta- 
tion, rationing,  maximum  prices,  etc.  Even  before  the  war  the 
old  order  was  changing.  Among  new  ideals  is  economic  self- 
sufficiency,  prompting  to  prohibitive  tariflEs  and  a  race  for  *' places 
in  the  sun."  A  Protectionist  British  Empire — Chamberlain's 
scheme  carried  out  by  Lloyd  George — would  threaten  the  com- 
merce of  the  world.  Should  Holland  follow  suit?  No;  a  small 
country  cannot  indulge  in  "autarky."  The  "open  door  "  is  con- 
sonant with  Dutch  impartiality. 
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October.  Het  Medium  voot  intemationale  venekeningen :  het  goud, 
M.  W.  J.  LuTTERVELD.  The  position  of  gold  in  the  international 
market,  the  monetary  policy  of  Sweden,  the  viewB  of  Profa. 
Wicksell  and  Cassel  and  of  Mr.  Vissering,  with  other  cognate 
topics,  are  discussed. 

Giomale  degli  Economisti  (Borne). 

August,  1917.  Oaaervazioni  au  alcune  recenti  dottrine  protezioniate, 
A.  Cabiati.    La  miaura  del  Drawback,    G.  Anorisani. 

September.  Queationi  fundamentale  aul  valore  della  moneta.  G. 
DEL  Vbcchio.  The  criticism  of  recent  monetary  theories  based 
on  marginal  utility;  the  marginal  cost  of  credit;  the  views  of 
Knapp,  Mises,  Wicksell,  and  other  authorities — such  are  some 
of  the  topics  discussed  by  the  author  of  Principii  della  teoria 
economica  della  moneta, 

October,  1917.  8uUe  nuove  tavole  italiane  di  mortaUtii.  F.  Isolera. 
Per  una  marina  di  carico  italiana,  E.  Gorbino.  Coato  di  trana- 
porti  in  terra  di  Bart  (1642-1722).     C.  Massa. 

Re  forma  Sociale  (Turin). 

July-September.  Moneia  e  Prezzi.  Camillo  Supino.  "In  the 
exaggerated  importance  attached  to  money  resides  the  funda- 
ment error  of  Fisher's  theory."  Deposits  "sustain,  but  do 
not  determine,'*  level  of  prices.  The  "purely  monetary  ex- 
planation given  by  Fisher  "  is  defective.  Supposing  that  he  has 
thus  demolished  Prof.  Irving  Fisher's  theory,  the  writer  goes 
on  to  "a  theoretical  reconstruction  of  the  relations  between 
money  and  price." 

Reale  Academia  delle  Scienze  di  Torino  (Turin). 

1917.  Poatilla  aul  Coato  della  Querra,  G.  Prato.  Starting  from 
Prof.  Pigou's  striking  theorem  that  the  overpay  in  war-time  of 
functionaries  is  not  a  loss  to  the  community  in  fiobo,  Prof.  Prato 
contends  that  in  order  to  estimate  the  real  economic  loss  we 
must  follow  up  the  uses  to  which  monejr  is  put  by  the  working 
classes.  He  dilates  upon  the  rage  for  cinema  shows  (infezione 
cinemctografica),  the  expenditure  in  England  eJone  of  over 
£160,000,000  on  drink,  in  Europe  and  America  perhaps  some 
£2,000,000,000  annually,  the  " thriftlessness  of  the  poor" 
(H.  Witiiers),  "ie  velleiih  aciacquatrici,"  aggravated  by  the 
overpay  in  war-time.  Transference  of  resources  into  such  hands 
involves  check  to  accumulation.  A  like  result  is  attributed  to 
the  regulations  about  bread.  Grain  is  commandeered  from  the 
thrifty  agriculturist  at  a  price  which  deters  him  from  saving  in 
order  that  bread  may  be  sold  at  half-cost  to  the  wasteful  city 
pleber. 

EhonorrUsk  Tidskrift. 

The  nimibers  of  tiie  Swedish  Ekonomiak  Tidakrift  for  1916  contain^ 
in  addition  to  articles  relating  to  matters  of  more  immediate 
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Scandinavian  interest,  such  as  local  variations  of  income  and 
property  in  Sweden,   contributions  to  the  discussioii  of  some 
problems  arising  out  of  the  war,  such  as  control  of  prices  and 
restriction  of  exports,  and  of  others  which,  though  not  without 
bearing  on  war  conditions,  are  the  subjects  of  perennial  con- 
troversy.    The  latter  include  a  lengthy  article  by  Hr.  Bohtlieb 
on  the  limits  of  intensive  cultivation  in*  agriculture,  in  which 
the  importanoe  of  the  law  of  diminishing  returns  is  challenged. 
In  the  main  the  ground  taken  is  not  unfamiliar,  in  that  increase 
of  Imowledge  brings  opportunities  for  greater  intensity  of  cultiva- 
tion, accompanied  by  improving  returns.     In  the  course  of  the 
argmnent,  however,  there  occurs  the  further  contention  that 
agriculture  does  not  stand  alone,  but  is  linked  up   v^th   the 
industrial  developments  from  which  it  is  equipped  with  machinery 
and  manures,  and  that  the  question  of  whether  returns  are 
diminishing  must  be   considered  from  the   standpoint  not  of 
agriculture  alone,  but  of  agriculture  and  industry  together.     It 
is  sufi;gested  that  horn  the  standpoint  of  the  community  there 
may  m  advantage  in  pushing  the  cultivation  of  land  tq  a  point 
at  which  its  yield  sells  for  less  than  the  expenses  of  cultivation. 
The  desirabihty,  in  some  circumstances,  of  stimulating  agricul- 
turists by  a  subsidy  provided  by  the  commimity  at  large  is  a 
point  of  no  little  interest  in  connection  with  our  own  recent 
experiences  in  connection  with  the  prices  of  grain  and  potatoes. 
In  another  article  Hr.  Thomberp  discusses  various  aspects  of 
the  income  concept  under  the  title  ^Production  and  Acquisi- 
tion."   The  views  of  Professor  Irving  Fisher  in  regard  to  income 
as  essentially  a  matter  of  satisfactions  are  not  fully  accepted, 
as  it  is  contended  that  a  crop  of  grain  forms  part  of  the  income 
of  the  cc^nmxmity  in  the  year  in  which  it  is  reaped,  although  a 
part  of  it  at  least  is  consumed  in  the  following  year,  and  only 
then  yields  satisfactions  to  those  who  consume  it.     The  author 
prefers  to  regard  this  stage  as  the  realisation  of  a  store  of  services 
laid  up  in  tne  previous  year. 


NEW  BOOKS. 


English. 

Cbookbs  (Sir  WnxiAM).  The  Wheat  Problem.  Third  edition, 
with  preface  and  additional  chapters  by  Sir  Henry  Bew.  Witii  an 
introduction  by  Lc»rd  Bhondda.  London:  Longmans.  1917. 
Pp.  xvi+100. 

[Sir  H.  Bew  brinffs  the  statistical  information  np  to  date  and  discnBses  the 
future  of  wheat  gupplies.  Lord  Bhondda  dwells  on  the  fixation  of  atmospheric 
nitrogen  to  feed  cereals.] 

Egerton  (Prof.  H.  E.).  British  Foreign  Policy  in  Europe  to 
the  End  of  tiie  Nineteenth  Century.  London:  Macmillan.  1017. 
Pp.  440. 
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GoLLANCZ  (V.).  The  Making  of  Women.  Oxford  Essays  in 
Feminism.  By  A.  Maude  Koyden  and  others.  Edited  by  Victor 
Gollancz.     London:  G.  Allen  and  Unwin.     1917.     Pp.  217. 

[The  essay  which  moet  concerns  the  readers  of  the  Economic  Journal  is  one 
which  they  may  have  already  read  in  our  March  issue :  "On  the  Remuneration 
of  Women's  Services/'  by  Miss  Eleanor  Bathbone.] 

KiTSON  (Abthur).  a  Fraudulent  Standard.  London:  P.  S. 
King.  1917.  Pp.  233. 

[*'An  exposure  of  the  fraudulent  cbaracteir  of  our  monetary  standard,  with 
suggestions  for  the  establishment  ol  an  invikriable  unit  of  vadue."] 

HoBSON   (J.   A.).      Democracy  after  the  War.      London:    Geo. 
Allen  and  Unwin.     1917.     Pp.  216. 
[To  be  reviewed.] 

Knibbs  (G.  H.).  The  Mathematical  Theory  of  Population.  Mel- 
bourne :  McCarron  Bird  and  Co.     1917.     Pp.  466. 

["Being  an  examination  of  the  general  scheme  of  statistical  representation, 
with  deductions  of  necessary  formulaB,  the  whole  being  applied  to  the  data  of 
the  Australian  census  for  1911,  and  to  the  elucidation  of  Australian  statistics 
generally."    The  author  is  the  well-known  "Commonwealth  Statistician."] 

McKiLLOP  (M.)  and  McKillop  (A.  D.).  Efl&cienoy  Methods. 
London:  Routledge.     1917.     Pp.  216.     4«.  6d.  net. 

Oragb  (A.  R.).  An  Alphabet  of  Economics.  London:  Fisher 
Unwin.     1917.     Pp.  172. 

Orwin  (C.  S.).    The  Determination  of  Farming  Costs.    Oxford : 
Clarendon  Press.     1917.     Pp.  144. 
[To  be  reviewed.] 

PuLSPORD  (Edward).  Commerce  and  the  Emph-e,  1914  and 
After.    London:  P.  S.  King.     1917.    Pp.  248. 

Buskin  College  Reorganisation  of  Industry .  Series,  III.     Some 
Economic  Aspects  of  International  Relations.     Papers  by  H.  Sander- 
son  Furnin,    Edwin   Cannan,    A.    E.    Zimmem.    With    criticisms. 
Oxford:  Ruskin  College.     1917.     Pp.  89. 
[Referred  to  among  "Current  Topics"  above.] 

Sarkar  (Tadunatt).  Economics  of  British  India.  Fourth 
edikon.  Enlarged,  rewritten,  and  brought  up  to  date.  Calcutta: 
Sarkar,  1917.    Pp.  374. 

White  (Bbnjamin).     Silver:   Its  History  and  Romance.     With 
an    mtroduction    by    Sir    Charles    Addis.     London:     Hodder    and 
Stoughton.     1917.     Pp.  xxv  +  820. 
[To  be  reviewed.] 

American. 

Beer  (G.  L.).  The  English-Speaking  Peoples.  Their  Future 
lielations  and  Jomt  International  Obligations.  New  York-  Mac 
millan  Co.     1917.     Pp.  322.  .    i  «>- 

Veblen  (Thorstein).  An  Inquiry  into  the  Nature  of  Peace  and 
V     M7^^  Perpetuation.    New  York:   Macmillan  Co.     1917. 

™iJ5i^  Bpecnlative  treatiM  cUiau  notice  here  in  virtue  of  the  chapter  on 
OTiliBed  nation.  wiU  lead,  by  a  train  of  conaequence.  which  the  aSSor  dedu^ 
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with  great  sabUety,  to  a  revolt  against  the  present  economic  rigime,  the  riglx.€MB 
of  property  investment,  etc.    There  will  be  two  aqtaffonistic  parties,  each  coxm^ 
vinced  of  the  justice  of  its  canse.     "  History  teaches  that  in  such  a  quarrel  tb^ 
recourse  has  always  been  to  force." 

French. 

Daud^-Banoel.     La  reconstruction  des  cit^s  d^truites.     Peuris  z 
Presse  Sociale.     1917.    Pp,  64.     1  fr. 

FAfter  a  learned  review  of  theories  about  the  nationalisation  of  land,  th^ 
author,  who  is  secretary  of  the  Presse  Sociale,  makes  the  following  proposals  as 
to  the  reconstruction  of  the  French  cities  destroyed  in  the  war :  to  nationaliso 
the  soil,  compensatinff  the  proprietors,  and  to  substitute  for  private  ownership 
of  tne  collective  property,  with  other  arrangements,  including^ 


of  houses  leases 

the   adoption  oi  _  , 

La  Grande  Revue  of  May  and  June,  1917.] 
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